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hall, from which i da ] aon p b to ‘the yi Ja 
: the ‘manager and the various editors are ‘accommodated in large, well- 





panelled room in pure Adam style, with a very striking decorative 





space. Ample room is provided on the ground floor for the publishing 

office, the accountancy, mail-order, and packing departments, etc. ; and 
there is every cause for satisfaction in the fact that lack of necessary 
accommodation will no longer handicap the steady development of the 
progressive policy associated with the Pitman publishing house. 


¥ * x 


A Company as a Legal Entity 
Students of Company Law are well aware that a company is a 
distinct legal persona. This fact has now received a curious confirma- 
tion, for The Times has reported Mr. Justice Bailhache as saying in his 
judgment in London General Insurance Co., Ltd. v. General Marine 
Underwriters’ Association, Ltd., a “ Mr. Diaz ‘who was the brother and 
deputy-underwriter of the plaintiffs.” 
We fear it was a printer’s error, and do not think for one moment 
that the learned Judge wished to convey that in his opinion a company 
could have blood relations. © 


* * k 


Labour and the War Debt 


ee ~The significant reference to the colossal war debt made by Mr. 
= Clynes during his speech on the Capital Levy at the recent Trades 
- Union Congress should not escape observation. This would not ‘be 
= 7 important if it were merely the expression of an individual attitude, 
ee pat: Mr. Clynes represents the more moderate section of Labour, and 
there is, therefore, every reason to believe that it betrays what is likely 
to develop into a definite Labour policy, which might have disastrous 
Fa results from the investor’ $ P of \ view. Mr. Er a aan 








"Hee 
: ighted apartments, but the architectural feature is the library, a finely 
Chir ney-piece. Other members of the Editorial Staff, together with 


F the Advertising Department, ‘will be accommodated on the second floor, 
Hye, -and two other storeys provide for future requirements in the matter of 
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taxation and finance, a ical that t the s conde: ons of 
and living costs require an immediate levy on capital, 
a requisition of all wealth improperly made by those who ` 
to remain at home by the sacrifice of others who fought for: 


x i 6. 


Our Maritime Supremacy Challenged 
An agreement of far-reaching importance has been conchided 
the American Ship and Commerce Corporation and the Ha 
Amerika Line. This is the result of negotiations conducted — 
United States Shipping Board, which judged that the remaining 
of the Hamburg-Amerika Line might be made available for the extens 
of the United States’ Mercantile Marine. The war, no doubt, practically | 
wiped out the business connections of the German Company, butithas > 
one very valuable asset in its large experience in shipping matters. —_ 
This experience is lacking in America, where it will be of the greatest es 
value, particularly in regard to the design and construction of passenger — 
ships, and to the technical knowledge required in running themata — 
profit and dealing with the problems of freights. It is no secret that ae 
America has for some time past had visions of securing the primacy of 
the seas, but has been handicapped in the competition by its great. rivals - 
inherited marine experience and tradition. This co-operation with the 
German Line will obviously give America just the very thing to supply Bo 
her deficiency. Having this, she hopes to be able to secure most ofthe 
carrying trade of the world, and the great fleet which the naval authorities -o 
are building will guarantee it security of transport. America’s challenge. 
for it is a challenge, must not, however, be regarded as a hostile act, 
At is all in the way of business. We have no right to any monopoly of pec 
the carrying trade, but only to such a supremacy as we have acquired ane 
by our own enterprise. If a new competitor now enters the field, it 
behoves British ship-owners to answer the challenge with fresh endea 
- to maintain our maritime superiority to all the other countries < 
world. e 
















* * * 


A Phoenix Redivivus 


The Belgians; whose country has been war-wasted, might have 
a better excuse for sparing their efforts to repair the ravages i 
suffered than some of our labour people for their policy of ca’car 
So far, however, from pleading the uselessness of trying to restore their- 
country, the Belgians have addressed themselves to their almost Herculean 
task with amazing spirit and energy: Instead of debating where they — 
should begin and who should do the work, they seem to have realized at _ 
once that not a moment ought to be lost, and to have taken each one of 

p we 





ca wiled . B o to yte ER a 
ar and lshown that. honest effort is worth 


et Case for Our Canals 
a ~ Improved transport is one of the most urgent desiderata of the 
-~ moment. Merchandise need no longer rely only on the railways: the 
motor vehicle has come into competition with them, and the Government 
is awake to the almost forgotten fact that the waterways are capable of 
ce being put to fruitful use. Between 1761, when the Duke of Bridgewater 
-introduced the canal system, and the arrival of the locomotive, the water- 
- Ways were of enormous use; but for the last fifty or sixty years they 
have been sadly neglected. It is true that some 20,000,000 tons a year 
are carried on the 1,234 miles of English canals controlled by the Canal 
_ Control Committee, and there are in addition 965 miles operated by 
the railway companies, but another 800 miles have been allowed to go 
out of use. Efficiency has all along been prevented by a variety of 
| causes). the absence of unity of management, diversity of gauge, the 
+ almost entire impossibility of being worked by steam, the want of system 
as regards tolls, and the many links in the communications where the 
oe railways have had control.” There are obvious advantages in water 
transport. Canals are independent, economical, offer direct communica- 
tion with ships for loading or unloading, are free from risk to cargoes, 
and need no expensive plant. But the whole system requires to be 
rganised, and its facilities greatly extended. Birmingham, for example, _ 
ituated as it is in the middle of England, far from the coast, would 
it -enormously by being linked up by canals of adequate capacity 
he Mersey, the Humber, the Thames and the Severn. The old 
eal treatment of our canals will not do for these times. Organised 
ca ion and foresight are necessary for future developments. 


x | * 

















he Possibilities of the Motor-Carrier 


Vernon Sommerfield’s recent statement of the case, “Road VEVSUS 
y Transport, is worthy of attention. Very few of us, he remarks, 
realise that the motor-car, which originally was simply a horseless 
age, ~ become. ey a road locomotive, and, as Such, a in 








« exactly after the pattern of a railway station. Taxation for the upkeep 
















































it: ae M Road motor trae. falls into 
in the one, we have individual firms conve’ ing their | ‘ov 
to customers, or from their factories to their branch esta 
in the other, motor owners act as carriers of other people’ $ 
as do the railways. But, to make this traffic remunerative, It 
for the carrier to secure a return load. There is the sai 
with shippers and railway companies, but it is more easily de 
these. However, the motor carriers are tackling it in two 
the first place, they are organising a system of notifying me 
manufacturers, and agriculturists that, on a certain day and by a ce 
route, they can have their products conveyed to a desired destina or 
In the second place, they intend to set up clearing houses. along a lin 
of route, enabling merchandise to be loaded and unloaded, and transtered : 
from gne car to another. It can easily be seen that here there are large o 
possibilities of development. ` Akin to this is the enterprise of one motor- __ 
coach owner who has set up a passenger station, booking office and all, _ 





“of the roads is a burden that, sooner or later, will have to be borne by _ 
motor carriers, but, even so, the payments that will have to be made by —__ 
them will be as nothing compared with the outlay of a railway before it 
becomes a going concern, for it has to incur the expense of constructing 
its own tracks. Another point in regard to which the motor service has 
an advantage over a railway is its flexibility. Unlike a railway, it i . 
not tied down to a particular route. If one should prove fot to bea 
paying route, the road traffic can at once be diverted elsewhere. On 
the other hand, a railway is able to haul a given load with fewer vehicles _ . 
and at a much smaller direct labour cost by the ton. “ A standard _ 
motor lorry can carry a paying load of five tons, so that eighty such — 
vehicles will be required for four hundred tons. The same load can be 

hauled by forty average four-wheeled railway wagons (of ten tons ca 
capacity each), and the difference does not end here. The rai 
will require at the most to be staffed by four men, while, even at 
of only one man to each motor vehicle (and it is more usual to. 
eighty men would be required.” But, when all has been said 
the motor has a greater overall speed, except on very long 
because of the avoidance of handling ex route and the consequet 
of labour. Goods can be conveyed by motor lorry direct from cons 
to consignee, while, in the case of the railw ay, there are at le 
handlings, as compared with the two of the road service. > 
Mr. Sommerfeld, genes up, has a firm Pener in Pe 











lay will continue to be the chick arteries of good; as well as sheet 

traffic, and especially for the conveyance of coal and other min 

for which the roads are not suited. The railway companies, howeve 
8 





AA The “high p price of foes sugar may al make us wonda whether 
Ea it is. possible to produce this commodity for ourselves. With this possi- 
-bility in view, the Government, the investing public and the agricultural 


community some little time ago financed some extensive experiments 


in the cultivation of beet sugar, conducted by the British Sugar Beet 


- Growers’ Society. An experimental crop was raised on twenty-four 


acres of an estate at Kelham, in 1918. The yield was an average of 
nearly thirteen tons to the acre of washed and topped beet of a sugar 
content of 17 to 184 per cent. This compares advantageously with the 
16 per cent. sugar content of German grown beet and of 12 për cent. 
Canadian. The Home Grown Sugar Company, which grew the beet, 
has a factory that is capable of treating 60,000 tons, which, of course, 





would require a very considerable acreage. This can be obtained only d 
by the co-operation of the farmers, who have to be convinced that beet- a 


growing would be a paying business. The experiments have proved 
that excellent beet can be grown equal, if not superior, to any that can 
be imported. Access to the Kelham factory is quite easy for farmers 
even at a distance, but it would be better if the agriculturists within a 
comparatively short radius co-operated. It is said that their profits 
would be some £10 an acre, about double the profit from wheat-growing. 
- Moreover, the by-products would provide valuable food-stuff for live 

stock ; there would be steady employment, especially in the winter 
months, for seasonal labour; and rural life and industry would be 
revived. It is worth noting also that beet is said to be the best crop 


: oe in existence for increasing the productiveness of land. A great oppor- 
-. tunity is offered to English enterprise, owing to the depleted position of 
this industry in Germany and its wholesale destruction in devastated 


l < France. It is now a question whether there is a good commercial prospect _ 


3? of running a beet sugar industry on economic lines in this country. If 


-we would be independent of foreign and potentially enemy sources for 
our: supplies of sugar in the future, we must either grow our own beet 
_ Sugar or enormously extend the cultivation of cane sugar within the 
: /Spipine ti to relieve the world-shortage. 

pa Ba eae Dy E i $ x 


7 Some E} fects of Inflation mo 
“In an address to the Economic Science and Statistics Secon of the 


p British Association at Cardiff, Mr. A. H. Gibson gave a ‘review of the 





ae evolution of Bank Credit, its growth and clasticity in ‘hodern times, 








its relation to commodity. prices, and the abuse of Bank Credit during 
. l 













the es War. Pot m ne e dak ais . monetary 4 
which he defined as “an increase in the aggregate of the eler 
stituting the immediate available purchasing power of a commu 
accompanied by a proportionate increase in the total supply of. 
goods and services continuously at the disposal of the. com 
The available purchasing of a community under modern conditio: 
described as “ the aggregate of its credit balances at its bankers a 
relatively small amount of gold, silver and notes in the hands of the publ 
In June of this year this aggregate had increased by 125 per cent 
compared with the period six years before. This increase, however, 
was not followed, as the growth of bank credit before the war was 

followed, by an increased flow of commodities, and therefore the tendency S 
has been for the general level of commodity prices to be raised. “An _ 
increase in the proportion between purchasing power and the supply of 
goods and services operates in raising commodity prices: through the 
almost universal desire to satisfy human wants, whether necessaries 
or not. Individuals with increased purchasing power tend to increase _ S 





"their purchases until their more urgent wants, appetites, or desires are _ 


“satisfied, and in consequence to force up prices. Manufacturers, producers, — oe 


finished goods in various countries is satisfied, if the cost of production 


in foreign and colonial markets with countries that can produce. a 


Government policy of allowing inflation to grow. It could have b 


and traders with increased purchasing power tend to compete more ce . 
severely with one another for labour, materials, and finished commodities = 
with the object of increasing their business profits.” Asa consequence  — 
of inflation, people with fixed incomes are compelled to reduce their — — 
consumption of goods and services, and many wage-earners,: imispite of — 
increased wages, find themselves worse off than before the war, because 
their veal wages are, in fact, reduced. Owing to inflation, the export _ ~ 
trade of the country is considerably reduced, which is one of the worst ees 
consequences of inflation and may place the United Kingdom ina perilous Soe 
position. For instance, though at present it is doing a certain amount — o 
of export trade, it is not doing enough to correct the New York rate of 
exchange and certain other exchanges. When the present scarcity of 


















here remains at its present high level, we shall be unable to comp 


lower cost: and then will follow unemployment on a large scale, £ n 7 
possibly attempts at revolution. Mr. Gibson described as suicidal tl 


avoided by using “the weapon of taxation, and compulsory loans to 
Government should have been instituted, if necessary, after warning 


x * * 


Deflation, and After? : 
Mr. Gibson next addressed himself to the opposite process, deflation: 
The first stage in this has been a severe fall in the prices of certain raw 
7 








| of prices i is reached aa pay cd to post- 
ms in the future.” The trading community will study 
ries s only moderate stocks, and endeavours to sell forwards 
ore increasing: stocks of any kind. Labour troubles and social dis- 
will accompany deflation, but Labour will do well to submit 
the inevitable reduction in wages, and to combine with Capital its 
- efforts. to increase production; for, if this were on a large scale, 
ee might be possible even for the present high level of wages to be main- 
tained. Labour, Mr. Gibson contended, has been deplorably blind to 
its interests in the past. It has intentionally, through ignorance, re- 
ee stricted production. But, if there is one fact more potent than any 
it is that scarcity is accompanied by high prices, “ for those who have 

= money force up prices in their endeavours to satisfy their customary 
wants and desires. What is wanted is a widespread campaign of instruc- . 
tion by means of leaflets, showing to the masses the elementary principles 
of production, distribution, and consumption. 


ee | * * * 
= A Percy in the Lists! 
= > The Duke of Northumberland, who, in the days of chivalry, would 
_.. doubtless have been a champion in tourney, knows how to deal out some 
shrewd blows.at the extremists of the Labour Party. His speech at 
ee Birmingham, at a meeting of the Midland Branch of the National. Union 
-~ — of Manufacturers, was a good example of his fighting power. The point 
- which he made was that Nationalisation is Sovietism thinly disguised. 
Those who are advocating it, on the plausible ground that the general 
good of the community is their object, are really out—so his Grace 
-= maintained—for the destruction of Capital and the subversion of the 
-existing social order. “The official programme of the Labour Party, 
policy camouflaged under the title of ‘ Nationalisation,’ whatever 
y be the views and policy of many of its adherents, is the main 
ipon by which the revolutionary in this country, aided by those 
rnational enemies who are working against us all over the world, 
| especially in India, Egypt and Ireland, are trying to destroy the 
ritish Empire.” The Duke reminded his audience that the men who 
‘ied. to cause a revolution during the war and a premature peace with 
he. Germans are still on the executives of the miners’, railway men’s and 
ansport workers’ federation. The railway strike of last autumn was 
one move in a great game. It failed, but the miners are now playing 
1e next: move, and hope to rouse the railwaymen and the transport- 
rorkers. into simultaneous agitation in order to support the railwaymen 
8 



























































“in Ireland and to assist open rebellion i in the cau 
-was to be accompanied by support of thy > Bo shevis 5s 
‘and a refusal to handle goods for Poland, and ‘by tł 
Hungarian movement. “ Nobody,” his Grace observe 
be so foolish as to imagine that these efforts synchro 
coincidence. They-are all part of one great plan in ` 
“tionaries are the wirepullers, and the leaders of the Lab 
-the part of more or less unwilling agents. They are litt 
pawns in the game.” It is the men that were openly | 
country during the war and are now on the National Execw 
Labour Party who will call the tune ; not Mr. Clynes, nor Mr. m 
nor Mr. Adamson. The speech certainly did not lack vigour. at 
~ Duke is right 1 in his contentions, the sooner the nation rises to checkmate 
the conspiracy against the State and the social order the better, aoe ne - 


* a * 


The Cotton Trade Outlook 


We have received from Sir Charles W. Macara some valdable hints oe 
concerning the prospects of the cotton trade. The recent remarkable — 
fluctuations in the price of cotton have caused much perplexity to those 
who have not Sir Charles’s intimate knowledge and long experience. — 
It is therefore worth their while to consider what he has to say. Sir 
Charles is not one of those who think that the middleman’ who handles __ 
the world-crop of cotton should be dispensed with. On the contrary, _ 
he regards him as indispensable, but he is strongly against those who ue 
make the raw material of an international industry a counter in a 
< gambling operation... It is this, he says, that is mainly responsible fo T 
the present want of confidence and the lack of stability, for we see . 
on the American cotton exchanges followed immediately after 
“almost unprecedented rise and another fall. The strange th 
the figures which the Press publishes respecting these puzzling fl 
are misleading to the imperfectly informed, who cannot underst 
the prices 6f the finer qualities of cotton, which are demanded by 
requirements, may be going up when the official prices recorded 
Press are declining, as also that futures may be declining while a 
cotton is going up. An explanation of the actual state of affairs o 
Sir Charles contends, to be published with the Press statements 
desired information is readily obtainable under the Scheme | 
Regulation of Wages, which, he thinks, might be applied to every in 
in the country. As regards the present situation, he points: out 
(1) a large proportion of the cotton machinery of the world is still 
(2) production has, during the past twelve years, been greatly et 
by the shortening of the working hours in England to forty-eight": a 

9 ; 












laterial is a matter of. how nate machinery. 
‘can be employed ; (4) the benefit of a fall in the cost of raw material may. 
be’ counteracted b - inc. eases in ‘wages and in the cost of everything that. 
centers into the manufacture of cotton. goods ; (5) the output of cotton 
fabrics was enormously. reduced during the war; (6) the employment, 
during the war, of textile machinists i in.-munitions has made it immensely . 
difficult. for textile machinists to. make up the leeway. Matters, however, 
would, in Sir Charles’s opinion, mend themselves if the politicians would 
mot interfere in labour affairs. This interference he regards as more 
dangerous to the interests of Capital and Labour even than legislation 

by inexperienced men and extravagance in the conduct of the national 


i (3) P ure of 















-= business. 
l $ xÆ $ 
~The League of Nations: a Criticism by Sir Charles 
Macara 


Interviewed by a representative of the Press Association, Sir Charles 

Macara recently made some forcible suggestions. As regards the com- 
position. of the Council of the League, he finds fault with the undue 

preponderance of the political over the practical element in it. Unless: 

the practical men of the world are brought into it, the financial support 

of running it will not be forthcoming, neither will the work entrusted 

to the League be efficiently performed. The less said about the conduct 

of the war by the politicians perhaps the better, but, at any rate, in 

the. process of getting back to established conditions, everything will 
depend on the practical and financial support of those who are respon- 

sible for running the great industries. It is not for the politicians to 

deal with the industrial problems of the world. What is needed is a 

. spirit of co-operation among the States and the peoples. As it is desirable 
that every international industry should have its organisation for linking 
_.. its members together, so there should be one among the nations acting 

r th ough their political and diplomatic representatives. The International 

< Cotton Federation and the International Institute of Agriculture, the 
fatter of which has the financial support of fifty-seven States, have shown 
that all the nations are interdependent, and that no one country can 

realy anid ey prosper without the co-operation of all. | 
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oe F a * * 
Our. Debi- Carrying Capacity : An Historical 
i i Comparison 
_ At the Cardiff Conference of the Baish Association, Mr. J. H. Clapham, 
9 Pr esident. of the Economic Science and Statistics Section, drew a com- 
_ parison between the economic condition of Europe after the great wars - 
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_ question is whether our debt-carrying capacity is equal to such a 
It is certainly, Mr. Clapham said, at least six or seven times wha’ 


- belief, originate in the United States, which, by means of its tariff system > - 















m the early part of last century and its condition to-day. A | 
years ago, the British debt was left by the wars at £848,000,00 
present debt is estimated to be eight or nine times that amour 





and it might well be more. That will depend on future pric 
The problem of demobilisation also offers grounds of comparist 
1817 Lord Castlereagh stated in Parliament that 300,000 soldiers had be 
discharged since the peace—a figure that would be nearly equiv: 3 len 
750,000 at the present time. All these disbanded men were throw 
the labour-market, and most of them had been wage-earners or were 
potential wage-earners. No wonder that the period between 1815 and 
1820 was probably the most wretched, difficult and dangerous in our 
modern national history. In 1816 wheat was fetching 103s. 7d. a 
quarter in December, and in June of the following year 112s. 3d. The eee 
plight of Paris and of Stuttgart was even worse. In the former, the price — — — 
of a quarter was equivalent to 122s. 5d., and, in the latter, 1398s. 7d. It o 
must be remembered also that an English agricultural labourer’s weekly 
wage was 9s. 6d. Happily, the harvest of 1817 was an abundant one, 
and the price of English wheat immediately drépped to 77s. 7d. Appar- 
ently, the higher and fluctuating food prices of the period. were due _ 

less to the damage done by the wars than to the general economic position 

of Western Europe a century ago. It was not until “the most. comfort- 
able age in all history ’’—to use Mr. Clapham’s words, ‘‘—the late” 
nineteenth and early twentieth centuries—that low and stable food = 
prices came to be regarded as normal.” After Waterloo, the experience — 
of Europe furnished good augury for agricultural States, but England, 
having by then become partly industrialised, suffered acutely, though ce 
she was victorious. 2 ee 











* * k 


The Coming Slump f 
At the present moment, Mr. Clapham continued, it is too earl y 
work out a parallel between the commercial and industrial slump. th 
happened then and one following the war of 1914 to 1918, for we h 
not yet had it ; but it is coming. More certainly, Mr. Clapham thought, 
in the United States than here, but we shall certainly not escape. | 
It will begin in the sphere of finance and will spread to industry. There 
will then result a state of unemployment, comparable with that of 
century ago, but more dangerous because of the higher standard of living - 
to which the people are now accustomed. The crisis will, in Mr.Clapham’s 


and general policy, has become a creditor country. It ought not to- 
begin here, as our currency and taxation position are relatively sound. ek 
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3 essitated the e adaption’ 
tries which before the war were- 







a w the present this latter de ‘has tr 
j nta the oi z 






anies N SO an continued to. dow en ee to “eed idie N 
say, 6 p.m. to 9 a.m, in each twenty-four hours—in other words, they 
are only productive for something like one-third of the time. The cost 

of each desk in a City office—taking rent, rates and taxes, and other 

outgoings into account-—-must amount to a very considerable sum per 
annum ;. and now that it is becoming increasingly difficult to procure 
further accommodation at any price, the problem has to be faced. 

The Anglo-South American Bank has broken away from tradition 

ee and has introduced. the double shift with conspicuous success, The 

ee working day is extended from 8 a.m. to 10 p.m., and in this period two 
Shifts. are employed, the first from 8 to 3 and the second from 3 to 10. 
Labour, including clerical labour, is asking for a shorter working 

day and as, in order to comply with their demands, it will be necessary 

to reorganise the Commercial World, this seems one of the ways in which 
at could be done. The idea probably will want a little getting used to, 
for if there is one thing the average man hates, it is someone else using 
~ his desk. The other man, so he alleges, always upsets his papers and 

Bes disorganises his pet arrangement of his pens, pincushion,.and other 

- impedimenta, and the typist likewise will undoubtedly put the blame 

for all breakdowns on the girl on the other shift—but these are minor 

ubles after all and, in the experience of the Anglo-South American 

4 AN to be. aaa with the solid area? atagne to the 
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_ as lent to the “company.” The railway companies in their addr 



































‘Industrial C ontrol 
By JOHN LEE, M.A., M. Com. Sc. 


TOHE simplest form of industrial control is that whieh ‘cons 
4 absolute ownership. The owner of an industry controlled 

chose to control it. His word was law. He could do wh a 
with his own. True, the success of his undertaking depend 
various capacities, his enterprise, his knowledge of markets, his 
for leadership. But his right to manage his property as he 
dominated this conception of ability. He decided what was to 
produced, at what price it should be sold, what wages he should pay 
and though he was subject to that economic pressure which came from ~ 
competition, and though also competition of men and women for _ 
employment affected the wages which he paid, it was still true that 
his individual liberty was the dominant characteristic. Various move- a 
ments affected this liberty. Labour movements affected it on the one 
hand, and on the other hand various modifications of competition 
-afiected it also. Wages became standardised, or at any rate they were. 
fixed for the industry generally and not for a particular section of —__ 
industry. Standard-arranged prices were applied both to raw material 
and to finished product. In this way the liberty of the individua o 

owner became restricted, and his power of management to’this extent __ 
was shown. So when we discuss, in the language of the older economists, 
the ratio between true profits and the wages of management, we are ae 
dealing with a state of affairs which has passed away. a 


Development of the Joint Stock Principle 

These influences affected management, but a far more import 
influence was exercised by the development of the joint stock prin 
In its essence this was merely the borrowing of money in order 
the entrepreneur might develop his business. N owadays the’ pr. 
of joint stock has passed far beyond its simple origin. Ther 
industries, such as Messrs. Lever Bros., which possess so many mill 
of capital that it would be a misuse of language to describe that mo 








“to shareholders have come to use the admirable word “ proprieto 
and this conception of shareholders as actual proprietors is m 
nearer to the truth than the earlier conception of shareholders. as. 
auxiliary lenders of capital. Nor can it be said that the directors are 
the managers. They direct policy, but it is in an exalted way, mui 
as the political head of a Government department directs the policy 
of his. department. Immediately below them are the real manage 
13 








patt ee new science. oe tL dustrial a m eht: is “coming to Teie 
~ them as that factor in industry, which is calling for study and con- 


sideration. | ‘This. evolution. of a separate management is distinguishing 


` the elements of profits and the wages of management which occasioned 
-the classic economists such.concern. It has a greater bearing on recent 
= developments. than i is. generally understood, for it brings experience ‘and 


o special. training and leadership to bear on the work of management in a 


ee way which was never possible to the old-fashioned owner who “ could 


oer ee what he liked with his. own.” 


Parallel with this movement, at the other end of the scale, there 
has been another movement. It has grown largely, I think, by a false 
analogy with politics, possibly out of disappointment with the results 
of political advance. If, it may be said, we are competent to adjudge 
as to the merits of a Budget proposal, or on such a complicated subject 
as Tariff Reform, are we not. competent to take a share in the control 
of our own industries? Personally, I think the analogy is false. To 
begin with, I do not believe that the average elector does decide on the 
merits of complex political questions. On the contrary, he votes 
according to party adhesion, just as in America he subscribes to a long 
ballot paper, being merely guided by the picture on the top. He may 
have his reasons for being a Whig or a Tory, or being a Whig or a Tory 
he may find; his reasons afterwards; but that is essentially different 
from the position which industrial democracy, if carried out logically, 
would suggest. The control of an industry calls for immediate prag- 
matic results, dependent upon skilled purchase, skilled sale, economic 
organisation, and other actual factors which differ in immediacy from 
the more or less doctrinaire theories of so-called politics. 


: x Problem of the New Management 


-Yet there is a truth in industrial democracy which we shall ie 


one if we are wise, to discover. If it is no longer the case that the owner 





or. director i is the manager, able to do what he likes with his own, it is 
equally the case that the worker has long ceased to be the dull, 
unthinking toiler of that generation. He has. his aspirations, and they 
are not all aspirations | for mere wages. There is an idealism—even if 


sometimes it is not evident—in his aims. He wishes to be interested 





in administrative questions. He wishes to see and to know something | 

more. of the process as a whole than his own narrow round. . True 

management would wish to use this aspiration. It might realise that 

the later psychology teaches us that there is a “ group-mind,” and that 

intelligent leadership will wish to. focus and to direct this “ group- 

mind ”; and not only so, but readily to learn from it and to make a 
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corporate whole of active intelligence brought to the service 
industry. Thus, in general terms, the issue can be stated. ` V 
take the place of the old management ? There must be discipli 
authority ; but since it cannot be autocratic discipline and dor 
authority, of what kind is it to be? In what way can th 
management so control and guide an industry as to be exqu 
sensitive to the thoughts and the feelings of the worker, an 
operate upon those thoughts and feelings ? At once let it be said 
a most difficult question. At the moment we are all groping f 
answer. This essay only attempts to indicate some lines of thoug 
Probably the new psychology will develop so rapidly as to enable us 
at some later date to lay down more positive data. We are wiser at the _ 
moment in confessing frankly and humbly that we are facing a problem ee 
which is rather psychological than economic. We are probing a new = 
realm of human relationships in effort, which is to take the place of 
the old relationship of subordination and yet is to include veritable 
and intelligent subordination, but subordination which will include | 
active and intelligent partaking in the effort towards ultimate 
efficiency. 


Difficulties of Popular Control 


* -The presumption of any claim for popular control always seems — ee 
to be that popular control will be unanimous, homogeneous, harmonious. = 
In politics, minorities must suffer: it is their nature to. But‘if workers — 
in an industry form a considerable minority in opposition to the rule  — 
of the majority, their interests being so intimate, and discipline being è — 
under these circumstances even more difficult than in ordinary drcum- o 
stances to apply, we can readily see that harmonious working will almost ae 
be impracticable. Under discipline, men will work with reasonable zeal 
even when they disapprove of the policy of their employer, but when ` 
they themselves share the responsibility for that policy and. their wi 
is thwarted, they will find themselves defeated in that which is intimatel r: 
important to them. It is remarkable that just before the develop: en 
of the theories of industrial democracy minorities, even in the ț 
realm, had become fractious. They did not at all like to give wa 
the rule of the majority. They questioned the ruling. If this happened 
in the political realm, we may readily conjecture what would happ 
in an industry. There would not be the long tradition of recognising 
the rights of majority; there would be, rather, a long tradition of — 
slumbering revolt, fed in the past by strikes—sometimes successful | f 
strikes—by protests, by organised displays of power. With such a. 
possibility before us, and it is more than a possibility, how can we look 
-to the popular control of industry as the means of finding a solution 

for our problem ? Another difficulty will arise. i 
| 15 
































l; n diplomacy ma have an excellent ‘ioral eae in 4 1¢ rel 
of na yut open diplomacy in the manufacture of soap ¢ or 
le ay put : an industry at a disadvantage in comparison with its 
. Indeed, we ‘have seen the Government entering into discus- 
the most important character with the railwaymen, including, 
re told, such questions - as the share in control which is to be given 
railwaymen, and yet the whole of the discussions conducted in 
perfect. secrecy. There have been protests, and I think legitimate 
a - protests, against revolutionising the transport portion of an industrial 
system behind closed doors. But in the control of an individual 
industry, or in the control of an industrial parliament, “ open diplomacy,” 
however desirable, may be impracticable. Votes may be purchased by 
. promises, and an electoral system which is based upon promises to the 
electorate may be a disturbing factor in the control of an industry. 
Whether we like it or not, there must be a certain cunning in business, 
a certain reserve of secrecy, a certain cleverness as against rivals; and 
it is inconceivable that any method of representative control of an 
industry would be so trusted by the electors that secrets could be kept 
from them. It is remarkable that the very feature which is now most 
a _ prominently demanded in politics—the open explanation of policy—is, 
quite impracticable in the industrial and commercial world. 
Further, the very basis of the workers’ claim is inimical to success in 
industry. The history of the past few years has been a demand for 
better remuneration. I admit quite frankly that the responsibility for 
this does not lie at the door of the workers alone. If the central object 
‘in seeking a share of the control of industry is to increase the reward, 
-© we shall be face to face with a difficulty. Sooner or later the repre- 
sentatives will have to tell the electorate that it would be wiser ulti- 
-mately to withhold part of the reward and use it either as a deprecia- 
tion fund, or as a means of extending the scope of the industry. In other 
words, ‘labour will be face to face with the fundamental need of capital. 
- Itis an ironic situation, but it does seem that the progress of industry is 
re likely to be assured when the capital is in wealthy hands which can 
ear more readily an attenuation of income which is expected to be 
emporary. The temptation to kill the goose with the golden egg ‘is 
ey hich assails all of us: but as human nature is what it is, the 
will be more subtle to those who are nearer the “ pinch.” 
e must seek some theory of the control of industry which will consider 
e workers and give them articulation, and yet will be strong enough 
d independent enough to work with a direct aim not alone for personal _ 
ofit, but for the success and the aa of the industry and for e 
vel fare « of all concerned in it. i 
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A New | industrial Avisecroes: 
It would seem that the Greek doctrine of a 
nearest to a solution. If it were possible to have a tra 
administrators, proud of their calling as professional men, hé 
experience “in the mill,” able and willing to consider the inte 
all sections of their staffs, themselves reasonably paid but. no 
sonally benefiting in the profits, we should come nearest to a$ 
In fact, it seems to me that this is the philosophy of the Whitley ¢ 
I have heard the Whitley System described as “ joint control.” - 
a passage in Jenks’s State and Nation, in which he interprets the 
Report: thus: “The Report, in fact, assumes a continuance 
present system, whereby the economic control, both of productio a 
distribution, is vested in the employing class; while the clas cof 
employees, or wage-earners, bargains for a supply of labour as one of 
the commodities needed by the employers as a means of production and 
distribution, but takes no direct share in the control of these processes _ 
or their results... . On the whole, the suggestions of the Report — 
confine themselves to a reformation based on the existing system, and 
even propose that the power of the State should be employed to make —__ 
it permanent.” This is an authoritative statement of Whitleyism, ro 
may horrify the Karl Marxian'thus to see labour described as “one of the __ 
commodities needed by the employees ” at a time when Marxian ideas of 
labour as the sole constituent of value may seem to have triumphed, but __ 
that is the position as the economic life of to-day stands, and nothing is- __ 
to be gained by masking it. What has vitiated the aristocratic doctrine __ 
throughout history has been the fact that it was government by the _ 
best in the interest of a section; Whitleyism would include a real | 
consideration of the interests of all, and therein lies its value and not in 
a transference of authority. The Zeiss Company at Jena had some such 
scheme actually in operation, with the difference that the workers sl vared : 
in the profits and the managers received a fixed salary. We see $ 
tendencies in England and in France in the direction of this. arist: 
¿in industrial government, and several large industries in both coun 
have been placed under such direction. Recent French legislatior 
co-ordinated in the joint-stock systems the responsibilities _ of 
workers and of the shareholders. = 
- But if we are to succeed there are certain essentials. The adn 
trator must be a really highly and widely trained specialist, a cult 
man, a humanist, an organiser. He need not be, as so often we 
- seen, the son of the largest shareholder. Nor need he be one of parti 
social grade. The democratising of the universities may be one of 
< means whereby men—and shall we say women ?—of different soc 
~ origins may be given the initial training for this great work of indus 
management. That would be to the advantage of the scheme. 
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it hat the ustrial ad ninistration caie K 
to be one of the subjects d fessi tuc rsities, ir 
-the post-graduate stage, we s ould see men of f all social grades winning | 
-scholarships and evolving as industrial managers by their superiority 
< of brains and of capacities. -The workers are not ee of brains. 
_ They pay a frank- tribute to intellectual superiority. . Even the 
© crudest syndicalism, while claiming an equal division of Te product 
~ ‘amongst the workers, does allow for a highly skilled and trained con- 
 fréleur with a higher standard of life. They are suspicious of the 
trickster and of the unscrupulous who pretend that they have superior 
capacities, and spend their days in filching other men’s contributions. 
The demand of the workers for education is the one ground of hope in 
that it is the one sign of protest against the dead-levelling tendencies. 
The university Honoursman who obtains the diploma in administration 
need not fear that he will be regarded with initial aversion by those 
whom he is called upon to control. 





New Conception of Industrial Control 
Having this equipment, however, he will need to have sufficient 
courage and insight to develop a new conception of control. This will 
be the true art of the new administrator. He will realise that his con- 
trol must be rather radiation than domination. He must gather from 
those over whom he is placed so that his will becomes their corporate 
will, This will be true industrial democracy. He must be able to lead 
= and persuade, because he must be sensitive to enlightenment from those 
whom he will lead and persuade, and not everything which he received 
from them will be suitable for radiation back again or would be wisely 
radiated. He will need to be respected as an expert. A surgeon is 
chosen not because he will or will not remove the appendix, but because 
his decision as to the removal or the retention of the appendix will be 
respected. So we need scientifically expert managers who will be chosen 
‘because their decisions will carry weight. Thus we can see that in this 
> sense of control the workers will be in a represented position, but the 
> representative will not be obedient to them. There will be discipline 
_ and leadership and command ; there will be a scrupulous regard for 
those who are led, for their point of view and their ultimate aims. 
From this it follows that the new administrator will not be chosen by 
the workers. He will be chosen for his professional value, a professional 
-.. value in which personality is a very important factor, and one which 
will attract intelligent obedience. Privately-owned industries will 
choose him as they choose other employees, the best man for the post ; 
and in that definition they will include his knowledge and -insight and tact 
and sympathy in dealing with subordinates. Publicly-owned industries 
will always have a committee, as in the case of the municipalities, 
18 




















oe kad as in the: case ofthe Inland Revenue, an organis: 
the Secretariat in the Post Office, or the publicly-owned indus 
is the case now with the higher grade in the Civil Service to-d 
set out to train their own administration from their youth, : 
-= the system of training somewhat in order to give the future ad 
trator an opportunity of seeing the working of privately-owned la 
scale industries. i 


State Assistance for Worker-Owners | ; 
There remains, what will probably be a feature of- industryoit in. the 

future, those which will be owned by the workers themselves. It may 

be that the next development of the relationship of the State to industry i 

will be to provide for the loan of capital from a central fund at-a higher 

rate of interest than is paid to the public, in order to encourage workers __ 

in certain approved industries to own their own works by means of the 

borrowed money. Even in this case, the workers will need expert help —_. 

in administration. They will not be foolish enough to try and remove 

their own appendices. The cry for popular control will be a voice in 

the wilderness when the workers themselves have their all at stake. 

Loss of their own wealth would be expropriation of a different kind. 

They will be in competition with industries based on other principles, 

and they will need all the expertness, in every phase of their industry, E 

which they can command. 


Scientific Management and Democratic Control : 
Thus we come back almost to our starting point. The ery for joint ee 
control or for full control is really a cry against the class which is pres o 

sumed to have the ownership. It may or may not be just that there __ 
should be a greater dividend to the worker, but if so it should be pro- __ 
“vided openly and fairly, and not as a result of a specious cry for another 
method of administration. There are some who think that while the 
workers will not and should not elect the administrator, they should 
have some veto on the appointment. It may be so, but it may 
pointed out that in the immediate future no proprietors of al. 
industry are at all likely to employ an administrator who is know. 
be unsympathetic or unsensitive to the thoughts and feelings of t 
workers. It would be the direct way to a calamity. The work 
might lose in the end by pressing their claims to a veto, for it w 
relieve the management of the responsibility of considering the suit- 
ability of an administrator from that point of view. Hitherto I have- 
not spoken of Scientific Management in its bearing on this question. 
Scientific management, with its detailed studies of human operations, — 
in order to ascertain the most efficient method, is being looked upon. a 
little suspiciously to-day. At the same time it has its value asa 
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es. He refaris A asa s possible 
emocratic control of industry. — 
people which endeavou rule its rulers without being able to — 
ter into the difficulties. of the sol to be done is apt to fall under 
e guidance of plausible speakers. -In such case, what appears as 
lemocratic control becomes in effect haphazard anarchy.” The whole 
chapter in the new book Industry and Trade is of the utmost importance. 
-It reveals the danger ; and though it does not recognise what I would 
ee venture: to call the truth which lies behind the claim for’ control. as 
ae _ frankly as I should like, it does subject the claim to a stern analysis. 


o The Future Industrial Administrator 

-= o This, in outline, seems to be the problem which is immediately before 
us. It is necessary that the new science of management, a synthesis of 
sciences, should be frankly recognised ; that the universities and other 
educational institutions should set themselves to provide tuition and 
tests in all that bears on the science, from psychology to accountancy ; 
that this should be based upon a curriculum of the liberal arts, for above 
everything it is essential that the new administrator of industries shall 
bea cultured gentleman. It might be practicable to take a number of 
men of somewhat mature years, and give them an opportunity to be 
trained; but, in the main, the future administrator must be caught 
young, and trained from very early years. It might seem to be 

- possible to find in the number of scholarship boys at the universities, 
especially those who come from ordinary elementary schools, a few at 
-~ — least who showed signs of possessing the qualities which have been 
mentioned. Some such step is necessary, for this new expert governing“ 
< ‘elass must not come from one social grade. It would be as evil for it 
-to be generally bourgeoisie as for it to be generally associated with the 
-upper classes—probably more dangerous. With such a scheme in 
ing, we shall be able to face the uprising of industrial democracy 
out qualms. It will need patience and study, and thought and 
ie e but so do all eases which are worth doing. Certainly it will 








pon in pee af men and at aial training, to Ta this, the biggest 
‘Bepblem. of the next few years. 

























































Principles 
By Str WILLIAM SCHOOLING, K.B.E. 


THE idea of progress as several learned men have recer tl 
“A remindi: ing us, is of comparatively recent origin. It was no 
the eighteenth century that many, if any, people had the settl 
viction that a large measure of progress had been achieved in the past, 
and was to be expected in the future at an accelerating rate. Formerly, 
men looked back to a Golden Age, whereas now we realise that the _ 
present is far better than the past, and that the future is likely to display a 
a still more marked advance. oe 
It is easy enough for the pessimists to point to waves of réirogresdon © 
and to ignore the tide of progress ; but when we look at social phenomena 
of almost every kind over a sufficiently long period, it becomes evident — 
that there is a rising tide of progress, accompani here and there by 
receding waves. oe 
This state of things is markedly obvious in connection with ingarante 
at the present time. The scope of insurance protection is being extended, 
the protection it affords is being rendered more and more nearly com- _ 
plete; new enterprises and developments call for the application o 
insurance; and happenings, which might involve financial lọss and 
which were formerly thought to be outside the scope of insurance, are 
now found to be within its range. Considerations of this kind ar 
- for insurance as a whole, and have a distinct bearing upon the s 
and security of the business and private interests of individt 
New developments will be better understood and appreciates 
we examine how far they are in accordance with the old princip 
insurance, which commend themselves to common sense and hay : 
abundantly demonstrated as correct by two or more centu e 
experience. m 











The Law of Average 
The fundamental principle of insurance is the law of average A 
individual is entirely unable to foretell whether or when a fire or a 
accident may occur, and the financial loss that will be involved if 
does. We are exposed to risks, the financial extent of which we % 
unable to measure. If, however, a large number of people combin 
and ee to pay jointly the average cost of loss from fire, prematur 
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h -cases as their own, À 





th ey can entirely a are i any 
“character. 3 E es 
=o An insurance company i is the machinery 4 N a oparhte 
in order to secure average. gente: for their common good. The 
_. machinery for co-operation may be set up and worked by a number of 
~ shareholders, but this fact does not alter the fundamental considera- 
© tion that mutual a etc for a avertan, results is the 
vs essential thing: 

~The exhibition of the priiiciple of: average in insurance is only one 
specimen out of a countless number of phenomena among which the 
law of average prevails. We see it in the tossing of coins ; the shooting 
of arrows or bullets; the rates of births, deaths, md marriages ; 
harvests ; prices of commodities; rates of wages; tides; planetary 
and stellar movements; and in countless other directions. We can 
trace it back to what we call a law of Nature, which is strictly akin to 
mimicry, protective colouration, and other devices by which plants, 
insects, and animals secure some measure of protection against the 
dangers by which they are surrounded. 











A Fundamental Condition of Insurance tans 
Insurance being essentially a process of securing average results, 
the first thing to make sure about is that the risks to which insurance 
is applied are likely to show these average results. One fundamental 
condition is that the experience must be extensive. When a coin is 
‘tossed a few times, there may be wide differences between the number 
of heads and tails that turn up; but when tossed many times, the 
respective heads and tails become substantially equal. This extent of 
experience may be obtained, so to speak, in space or time, or both. 
There may be many risks spread over a large area, but even so, in any 
one period, such as a year, the losses may be above or below the normal. 
It required a series of years to smooth out the irregularity in the curve 
that was caused by the fire at San Francisco. Clearly, therefore, a very 
small company, carrying comparatively few risks, cannot be so sure of 
experiencing average results as a large company. Moreover, when we 
take the element of time into account, a new company, or one with 
weak reserves, cannot be relied upon with the same confidence that 
-can be placed in a strong office with large resources. The small, weak 
office is liable to the risk which is fatal to all gambling systems. It is 
easy enough to devise a system of gambling which, if continued long 
enough, will result in a gain; but there is the fatal objection that an 
‘individual gambler, with limited resources, is for practical purposes 
playing against a community with unlimited resources. The individual 
may, therefore, find his cued to continue gambling cut short by the 

aa. 
























= exhaustion of his funds through a long series of losses and } 


favourable turn in the ; 
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Dangers of One-Man Insurance eo 
. This superiority of large, strong companies over small, weak 
still more apparent when we contrast a good insurance compan 
an individual. It is foolish to suppose that any individual can 
‘sense of the word, remain uninsured. A firm may have property, p 
and stock, which is liable to destruction by fire; and the. firm. 
if it chooses, abstain from paying premiums to a fire office, but ni 


* 


the less it is insured in a one-man office, that is to say, it carries its ow 
insurance. This one-man office has but a small extent of experience 
in either range or time; it cannot hope to realise average results, and - 
at any moment it may find its resources exhausted by the destruction = 
of its property. The difference between being, and not being, insured, 
is the difference between insurance in a large office, surely safeguarded © 
by the law of average, and yet further secured by strong reserves, and 
insurance in a one-man company, without the smallest prospect of 
average results, and, quite possibly, with comparatively weak financial 
resources. : 

What applies to this comparison between insurance in a) strong ooo 
company and in a weak one-man office, applies no less to insurance 
for the full value of the property, and to under insurance , and notably 
so when the policy of insurance contains an “ average clause.” If-pro- oo o 
perty is worth £10,000, and it is insured for £5,000, then there is £5,000 
worth of insurance in the fire office, and £5,000 in the one-man company a 
set up by the owner of the property. If damage by fire is- done tothe = 
extent of £4,000, the fire office and the one-man company, that is, the - ee 
owner, must each contribute £2,000 towards the total loss of £4,000. _ i 
<- In consequence of the great increase in the cost of nearly all com- 
‘modities and of labour, the expense of making good the loss by fir 
greatly increased, and the necessity of adjusting the sum insure 
present conditions is imperative for any man who is not content 
indulge in the foolish process of setting up a one-man insurance comt 
pany and insuring himself. Similar considerations apply to insurance 
of other kinds, about which there will be something to be said presently 
but for the moment we are concerned to consider the application of. old 
principles to new conditions, in connection with which fire insurance 
often provides a useful example. sae Sega 


The ‘ Moral Hazard" and Sound Insurance 


-= The obtaining of average results being essential, we have to make 
sure that they will not be interfered with by the deliberate action of- 
individuals. One example of this interference is the ‘“moral hazard.” 






















be undertaken; since it wodd þe destiuctive of the. experience ‘af E 
age results, upon which insurance fundamentally depends. E 
‘Safe insurance must exclude risks in connection with which- i 
ppenings of the contingency insured against is at all likely to be_ 
enced by the person insured. For example, some years ago a com- 
ny which was supported by a large number of distinguished men, and 
which was thought to be good by people who disregarded insurance . 
‘principles, as well as by many who ought to understand those principles, 
did a large business in guaranteeing mortgages and debentures. It 
undertook to make good principal and interest in the event of default. 
-Defaults occurred—the company paid the interest, and the debenture- 
holders were satisfied to refrain from exercising their right to call in the- 
capital... Presently the losses increased; doubts arose about the 
stability of the company; some debenture-holders called in their 
capital, thus creating greater difficulties for the company; and finally 
there was a first-class smash, full inquiry into which was prevented. 
a ¿No one is likely to burn his goods for the sake of making a claim 
in advance of other policy-holders against a company whose financial 
position is doubtful ; but when claims, or losses, can be influenced by 
the action of people interested in the insurance, the risk becomes one 
which sound insurance cannot entertain. 








- Individual Actions and Law of Average 

| There are, however, numerous instances in which the actions of 

individüals, not concerned in the insurance, play a conspicuous part. 
ee -Incendiaries may start.fires, burglars may steal property, and thieves — 
may take goods from warehouses and vans; but individual actions of. 

this kind are just as much subject to the law of average as other. 
2 Phenomena, and consequently can properly be covered by means of 
insurance. 
co At-the present time, burglary and theft are somewhat rampant, and 
the importance of adequate insurance against loss from these causes 
should. not be overlooked. ; 
aS Of. course, when talking about the experience of average E 
it is not intended to suggest that. the results themselves remain of 
‘uniform aver: ge amount for long periods—they may, or may not, do so... 
a mprovements in building may lessen the risk of fire, manufacturing 
‘processes may diminish or increase the risk, methods of fire prevention 
or. -o Pa aio eno me zisk, while past activities or AEN con- 















sent time i in connection wih burglary aBd theft. “The : ‘average: ne re = 



















































in any connection, which can be determined by the co 
- analysis of extensive experience, are the result of a co 
causes, some of which wê can detect, while of others we are 1 
and when, in connection with any class of risks, experience st 
increase or decrease in the losses, the rates of premium hav 


adjusted accordingly. 2 


Insurance a Protection, Not a Source of Profit . 
Another fundamental principle of insurance is that it should 
yield a profit to the insured person. The whole idea is that insur: 
should provide protection against loss through a specified contingenc 
Ifa man is insured for £1,000, and the damage done by fire amounts to 
£800, the amount of the claim should, of course, be £800, and not the 
full £1,000 insured, although the property be totally destr oyed by fre: 
Closely connected with this consideration is the further fact that, 
as has been said already, fire insurance is a process of co-operation 
between policy-holders, for which the insurance company provides the 
machinery. The attempt to make a profit out of insurance by putting 
in an excessive claim is an attempt to swindle the other policy-holders, © | 
with whom the claimant is co-operating for the common good. colt oe 
would not matter to the insurance companies in the long run if they 
paid fraudulent or excessive claims. There are forces at work which © 
regulate, within fairly narrow limits, the amount of profit which share- 
holders can make out Öf providing the machinery for insurance ; and — . 
if excessive or fraudulent claims were paid, the rates of premium would _ - 
be put up, and the cost of them would be paid in the long run by the 
policy-holders as a whole, and not by the shareholders. E 
When the process of invention brings about new risks, which may 
involve financial loss, there may be little or no data from which an | 
appropriate rate of premium can be determined. Aviation is a case i 
point. Manifestly there are risks of accidents and death to individ 
and of loss or damage to property ; but experience is not yet suffi 
to measure the risks, while it is to be anticipated that:the prog 
aviation will gradually diminish the chances of risk with fair ra 
In the meantime, the insurance companies have to determin 
appropriate premium as best they can, and they are nearly sur 
make mistakes at first. mat 








Origin of ‘Bonuses i... #2 

‘In the early days of life assurance, the information in regard to th 
mortality of assured lives was extremely faulty. Consequently, rate 
of premium were charged that shortly proved to be much in excess € 
anything that could possibly be required for meeting the liabilities unde 
the policies. This led to a reduction in the rates of premium, and 
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Workmen’ s a n | one 

=- At the outset of workmen’s compensation insurance, on the other 
ghand. the opposite mistake:was made; and, partly in consequence. of 
_ vigorous competition between the companies, rates of premium. were 


_ charged that were insufficient, and which for a time resulted ina definite 
loss to.the insurance companies. The premiums were raised to an 
extent: sufficient not only to cover current claims, but to recoup the past 

_ losses... These premiums are based on wages, but workmen’s compensa- 


tion payable under the Act is frequently for fixed amounts. The result 
was that with an increase in wages, and the maintenance of substantially 
the same rates of premium, the profits of the insurance companies for a 
time became unduly large. 

A Commission was appointed to inquire into Workmen’s Com- 
pensation Insurance, and some interesting recommendations were made. 
H they are adopted, far-reaching consequences may follow. Among 
other things, it is proposed that insurance shall, in normal circum- 
stances, be made legally compulsory; that the business shall continue 
to be conducted by. insurance companies, with provision for certain 
alternatives; that workmen’s compensation shall not be undertaken 
by the State, but that the rates of premium shall be controlled by the 
State in such a way that the losses shall not be less than a specified 
proportion of the premiums. These recommendations avoid the grave 
disadvantage and inconvenience that would follow from any system of 
State insurance, while at the same time affording some tangible 
guarantee that the margin for expenses and profits left to the companies 


cee : after the payment of claim shall be extremely moderate. This safe- 








guard for the public is, in fact, provided by freedom and competition ; 
but it will be interesting to see whether the recommendations of the 
Commission, if they are adopted, work out to the advantage or dis- 
advantage of the public, which is the most important consideration. — 

There are many other new conditions to which the old insurance 
principles. are being applied, and with some of ne we may perhaps 
deal in a future article. 

















By W. E. SNELLING, Author of “ Income Tax Practice,” etc. 


© PYAHE Finance Act, 1920, has attracted great attention on accoun 
dL of the sweeping changes proposed with regard to the basi 

assessment for income-tax. Apart, however, from the inevitable cha 
in law consequent on the new method of calculating liability, it sh 
be observed that several provisions not dependent on the general scheme 
of assessment now cease to have effect. The provisions referred to were 
mainly for the benefit of individuals suffering from special war conditions. — 


Actual Income Less than Assessed Income a, 
During the war a special provision was introduced to meet the case. 
of persons whose actual total income proved to be less than their assessed _ 
income. By the Finance Act, 1916, section 29, it was enacted that if 
an individual charged to income tax in any given year proved that his _ 
actual total income from all sources for that year was less than 90 per — 
cent. of the income on which he had been charged, he should be repaid _ 
tax so that he might suffer tax on his actual income only. This section : 
is now repealed, but claim to repayment may be made during the-current.< 
year 1920-21 in respect of the three years 1917-18, 1918-19, and 1919-20, 
where the condition applied. ae | 
It should be noted that reference is here made to the diminution of 
total income. For example, a person derived income in 1919-20 from ce 
a salary in the United Kingdom and from remittances from abroad. 
The assessment on his salary (based on a three years’ average) was £200, 
his actual salary for 1919-20 being £300. In the case of his remittances, 
however, his assessment (also on a three years’ average) was £400 as 
compared with actual remittances received in 1919-20 amounting to 
£100. As his total income was £400, against the total assessment’ of 
£600, he may claim to suffer tax only on £400. foes ty Tee 


















Postponement of Payment of Super-Tax En pe 
- Many super-tax payers will be considerably affected by- the 
repeal of section 50 of the Income Tax Act, 1918. This provision, as 
in the previous case, depended on the distinction between assessed income 
and actual income. It provided that where the actual income of the 
taxpayer proved to be less than two-thirds of the assessed income, he 
need pay only the super-tax applicable to his actual income, payment” 
of the balance of super-tax charged being postponed till Ist January _ 
in the next fiscal year. If his actual income for the following year still. 
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Sas t pay: + part 
has -Jir all cases deferred duty 
. now be 7 stile at slg 1921, although income for 
1920-21 may still be less than two-thirds of the assessment in respect of 
which payment was first postponed. © There will no doubt be cases in — 
hich, owing to a rapid and continuous decrease in income, the deferred | 
payments will be greatly disproportionate to the present. income of the 
eo taxpayer. It is not known what administrative action will be taken 
ces in such difficult cases. 








oe | Other W ar Provisions to be Repealed 
is The special rates and abatements allowed to soldiers, sailors, airmen, 
Coe. Oty, during the war are to be discontinued. The right to claim such 
a relief in respect of the three past years (by repayment) is unaffected. 
Disability pensions will still remain exempt (as from 1918), and tax paid 
In respect of any war gratuity may be reclaimed as from August, 1914. 
‘The Act also repeals the war provision which granted relief in respect 
of profits diminished in consequence of the war. This provision (Income 
Tax Act, 1918, section 43) enacted that where, owing to circumstances 
_ attributable directly or indirectly to war conditions, a trader’s actual 
: income for a given year of assessment proved to be less than the assess- 
‘ment for that year, he should be assessed on the average profits of the 
past two years and the current year, provided that his actual profit was 
still less than this revised average. (The proviso did not extend to 
individuals serving in H.M. Forces during the year of assessment.) 

It should be noted, however, that a trader whose profits are, in special 
= < €ircumstances, diminished by any “ specific cause,” may still, in many 
cases, claim a reduction of the assessment to the actual profits of the year, 
-ohe if the person assessed has ceased to carry on his business, has died or 
ae “become. bankrupt during the year of assessment; or, in the case of a 

partnership, where loss has ensued on the death, withdrawal, or the 
a entrance of a partner ; or where a loss has occurred owing to some other 
“specific cause.” Claims under this head must (in theory) be made 
T within 3 months after the end of the financial year concerned. 












Separate Business of a Married Woman 5 
~The Income Tax Act, 1918, section 21, provided that TR the 
: ageregate income of a husband and wife did not exceed £500, and such- 
income included profits derived from a business carried on by the wife, 
the earnings of the wife should be treated as a separate income for 
_ purposes of granting exemption or abatement. This section is now 
F ‘Tepealed,: but the allowance for a wife granted by the new Act goes far 


















































to obviate any disadvantage ao by this- ee i 
to. the normal marriage allowance of £225, a further. deducti 
equal to nine-tenths of the wife’s earned income, provided thi; 
allowance does not exceed £45. As a deduction of one-tent 
allowed from all earned income not exceeding £2,000, the effect 
is that exemption is granted in respect of the first {50 of the wife’ 
income, also a further relief from tax on one-tenth of the remaini 
earned income up to £2,000. nis 





Relief at Margins of Income e 
Under the system of abatements and limits superseded by the F ‘ins 
Act,.1920-21, an individual was required to pay at a higher rate on the 
whole of his income even if his income only slightly exceeded one of those | 
limits. The result was that a taxpayer with an income larger than his. 
neighbour’s, might find himself actually poorer than his neighbour, after 
payment of the increased tax due in his particular case. Thisanomaly 
was rectified by a special provision introduced in 1916, now rendered __ 
unnecessary by the substitution of a system of scientific graduation for Se 
the old system of “ jamps.” Repayment can, of course, still be Caimed n 
in respect of the past three years. Ea 
In one particular, however, the new income tax proposals involve Loe 
definite income limits. The life assurance allowance is to be calculated = 
at rates dependent on whether the income exceeds £1,000 or £2,000. To < 
prevent the anomaly of a person with an income of (say) £999 or fl, 999 
paying more tax than would be due if this income were (say) £1,001 or _ (ae 
£2,001 (owing to the increased allowance in the latter case), a clause 
corresponding to the old “‘ marginal relief ” provision has been introduced o 
with reference to life assurance only. CE 





Endowment Policies Pa 
A correspondent has raised the question of the admissibility <4 
regards. the life assurance allowance) of premiums paid on an. end 
policy. As this question is one of general interest, a full statemen 
the position may be given as follows. ae 
¿For income tax purposes premiums payable in respect of an endows me 
policy securing a capital sum at death or at a fixed date (whiche ; 
happens first), are allowable in calculating the life assurance deductio 
The right to claim the allowance for such premiums: was affirmed ir 
- Gould v. Curtis (Court of Appeal, 1913), in which case premiums were- 
paid on a policy securing the assured person £100 on death within | 15. 
years, or £200 if he should be living at the end of that term. The Mast 
of the Rolls asked, “ What isthe meaning of those words, ‘ contracto] 
insurance on his life or on the life of his wife,’ as understood commonly 
in the business. world, by insurance companies, and by other people ir 
29 
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- the year . 1853 a onwar à a The Master ¢ of the micas fro om 
-< a book on the subject of assurat od. 354 which i Bare t the 
— following definition of % T] sura) 
-may be further defined to bi hat i in which & one es a to a a given 
Sum. upon the duration of. human life, in-consideration of the cde 
payment. of a smaller sum or of certain equivalent periodical payments 
by another.” ‘His Lordship continued: “I feel no doubt that, under 
-* the language gi that section (of the Income Tax Act) the policy in question 
<- is a contract of insurance on his life, and none the less because in the 
event of his surviving 15 years, which is a contingency dependent upon 
-the continuance of his life, of course, he will receive £200.” 

| The allowance is subject to the following restrictions: (1) It may 

-not be made in respect of premiums in excess of one-sixth of the combined 
incomes of husband and wife. (2) It may not be made in respect of such 
part of any particular premium as is in excess of 7 per cent. of the sum 
assured thereby. (3) Where the policy has been taken out since 22nd 
June, 1916, the allowance may not be made at a rate exceeding 3s. in 
the £ (4) If any policies do not assure a capital sum at death, the total 
allowable premiums in respect of such policies may not exceed. £100. 


Bonuses Out of Repaid Income Tax 

Another correspondent has raised the interesting question of the 
liability to tax of bonuses paid out of repaid income tax. A company 
has secured repayment of income tax and is apparently desirous of 
devoting the sum to the payment of a bonus to its shareholders. Is the 
bonus taxable? The law bearing on the subject may be stated briefly as 
follows. 

Income tax on profits is regarded by the Revenue as a payment 
made out of those (taxed) profits. Hence it follows that any repayment 
of income tax is a return of profits. Tax will have been borne by the 
company on the total profits including this. portion, and therefore share- . 
holders: receiving a share in the form of a dividend or bonus will not be 
liable to pay income tax thereon. As regards super-tax the position is 
_ different. Super-tax will be chargeable on dividends but not on bonus- 
= shares, unless the recent decision in Blott v. Greenwood (Court of Appeal, 
1920) is reversed. Unless that happens bonus shares will not be regarded 

as liable to SPR = 
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r he Nev ew M anagement — 


By A. P. M. Fuemine, O.B.E., M.Sc., WLE. E., and J. G, Pearce, i 
B:Se. (Enge.h AM.LE.E. | 


` The object of this article is to point out that Scientific Management is only K 
of the many contributions to the problem of I ndustrial Organisation, and tha 
determined by American industrial conditions. Since these are not identical u 
- British conditions, the development of British management will accordingly. be. 
different lines, and in the succeeding articles entitled respectively “ The New Me 
ment in Great Britain,” “ Factors in the New Management,” and “ The Liter 
of the New Management,” British conditions are examined and the factors infuenci o 
what might be termed the British School of Management are considered, catia oe 


I. The New Management in the United Statës o 
HE management of British industries has in the past been charac- = 
terised by extreme soundness, due to the intuitive capacity and 
knowledge possessed by many managers which has enabled them to 
appreciate even the most minute requirements of business. The standard > 
achieved has been high, and, in spite of adverse criticism, the results, 
judged by the pre-war figures for British trade, have not been without 
credit. It was inevitable, however, that the war should influence current 
ideas, and our conceptions of the possibilities of British trade have been 
permanently widened. The necessity for the nation being industrially 
sélf-sufficing, and the desirability of increasing our export markets, have | 
pointed to the desirability of the highest attainable degree of efficiency 
at this time when businesses are handicapped through changes from: war 
to peace products, and through expansion and a with others. 
to provide for financial stability combined with economy in purchasing © 
and selling. Labour and material charges are no longer low. As a. 
consequence British management can no longer be left to develop: Dyeaecc: 
fortuitous process, and the art of industrial management requires to be | 
supported by all the aid which preliminary academic study, scientific 
treatment, and practical experience can supply. Attempts | must b 
made to conserve, record and transmit the valuable experience gained 
by individual managers, so that their successors can be placed in the best 
possible position to meet the ever-increasing industrial aa at whi J 
lie ahead. Lr alae 
Many attempts have been made to crystallise a definite science sof 
industrial administration. We have learned from Germany that we- 
cannot afford to ignore the success which attends a high degree of organ- — 
isation and planning. Indeed, few countries had developed close tech- 
nical specialisation and control to the same extent as Germany, although 
the general character and trend of this organisation was not widely | 
known. By far the best known attempt is that of Taylor, Emerson, and 
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. to bi | lly i n ‘mi sind that. scientific a is only 
me contribution to the: science of industrial management, to the new 
nception, of management, and that this does not exhaust even the 
American. contributions. -Many notable successes in industrial adminis- 
‘tration, such as the Ford works, owe little or nothing to the formal 
scientific management movement or its generally recognised exponents. 
Furthermore, France, Germany, and Great Britain have made some 
«progress along these lines. It should be noted that tendencies like 
«differentiation of function. and specialisation are not peculiar to scientific 
< management in its limited aspect. They have operated since the indus- 
trial revolution and to a large extent still operate’ independently of any 
special system. The British welfare movement owes little or nothing 
-to formal scientific management. 
Discussion of new methods of management should not, therefore, be 
considered as advocacy or criticism of. scientific management merely. 
The name “scientific management ” should also be avoided, except 
when referring to the specific ideas elaborated by Taylor and his followers 
- in America, and the term will be used only in this restricted sense. 
Many people in this country, after an examination of some form of 
_ systematic management, dismiss it with the opinion that it is merely 
- common-sense. Others dissent strongly from this view, and consider 
that systematic management and common-sense are fundamentally 
-opposed, Since many British factories manufacturing for large home 
and export markets are able to meet any competition without any con- 
scious philosophy or system of management, those who uphold the former 
wiew have some ground for it. On the other hand, there is no doubt 
«that, while individual decisions prompted by common-sense may be 
~ correct, loss occurs when they are not co-ordinated into a fully-recorded 
_ system. Huxley termed science ‘“ organised common-sense,” and the 
-© important point lies in the qualification. Science differs from common 
individual knowledge in being organised into a system; and it is in 
© elaboration to a technique that a new system of management offers 
at assistance to even the most efficient manager. 





















- Danger in Applying Amer an Methods 

“= To-day it is recognised that only through some form of systematic 
| industrial management is it possible, by increasing industrial efficiency 
; sand minimising industrial wastes, to reconcile the su erficially contra- 
dictory aims of increased remuneration, greater production. and shorter 
jours: ‘of labour. The development of the new management in Great 
- Britain is not a question of applying American: methods. © Scientific . 
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managen nent as. = is known in the United. nee was an nevi | 
-ment arising from the conditions which obtain in that coun 
indeed characterised by some features which a system: for C SA 
will seek to avoid. The new management in this country Ww 
“on a sound basis if it is modelled on industrial conditions wh 
in the United Kingdom. The undiscriminating application. of Ar 
methods is fraught with grave danger. Modern managerr ent, 5 
-nately for our advancing standards of leisure, taste and culture, doe 
comprise a static body of doctrine already determined by some part: 
school or group, but is an organised body of knowledge continually 
‘susceptible to further development, and, as its operation brings about 3 
changes in industry which provide further material for examination, the 
possibilities for systematic progress appear limitless. | oe 
| Management, industrial or otherwise, is an art. The application of a 
scientific methods of observation, experiment, analysis, and logical __ 
deduction will be of enormous assistance in training potential industrial __ 
managers and administrators, and in promoting the growth of a technique 
of management distinct from that of the industry managed, but a __ 
knowledge of the scientific aspects of management will not make a __ 
manager. Successful management demands not only academic study and 
preliminary knowledge, but also appropriate personal qualities and wide __ 
practical experience. An organisation is the result of the work of, and o 
is determined by, its director. Any assumption that an organisation —__ 
can be determined by the work of an efficiency expert and subsequently oe 
conducted by anybody is bound to result in disaster. oe 
In order to make clear the factors which will influence the introduction ee 
of the new management in this country, it is proposed to examine insome —_ 
detail the differences between British and American industrial conditions, _ 
-and to indicate the general principles which will govern practice. The 
application of these principles will be determined by the circumstances — 
-of each case and a record of an individual case only finds a limited | 
application elsewhere, so that it is not proposed to consider details of the 
“mechanical aspects of a particular organisation. 


Industrial Conditions in the United States 
1. Vast NATURAL RESOURCES, 


The enormously rich material resources of the United States : 
which her great prosperity is founded, have been worked with: 
disregard of conservation that the possibility of premature exhaustio: 
some of them is causing much anxiety to the more far-sighted Americ: 
‘The country is remarkable alike for the richness of the farm lands « 
which the fundamental agricult ural industry is based, and for the occu 
rence of vast deposits of coal, iron and other ores, of oil and natural ga 
Within. her own borders she has contained the stimulus to ambition 
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“her citizens through constant migration from the east to the less devel- 
“oped lands of the west, which has been steadily in progress since. the 





middle of the nineteenth century. Following the track pioneered by 
-farmers and miners, railways have spread across the continent, the 
“Jocations of which have been largely determined by industries: based on 
‘the naturally occurring raw materials. Native Americans, descended 


S , „from Anglo-Saxon stock and possessing its best qualities, stimulated by 


"vast: opportunities in a temperate climate, and devoid of the inertness 


of older industrial countries, have set Europeans a new standard of 





“strenuousness and restless enthusiastic activity in exploiting these 
resources. Keen organisers, rapid in thought and action, they regard 
“business less as a means of earning a competence than as a challenge to 
their ability to make a fortune. 


2, HOMOGENEOUS HomME MARKET. 


_ With these resources must be considered the homogeneous character 
of the American home market. The home demand being large, the 
-American manufacturer has only in comparatively recent times considered 
export markets as an opening for his goods. The variety in manufacture 
required to satisfy the predilections of many diff2rent races so necessary 
in Europe was not required in a younger nation, the people of which were 
more easily able to forego the satisfaction of special personal tastes, and | 
the immigrant races, economically dependent in the early stages and 
diffident about demanding goods peculiar to their own people, were readily 
absorbed and Americanised, caught by the exhilaration of working 
without restriction in a traditionless land in which the rewards were 
great. The home market, therefore, presented a uniformity and homo- 
genity which has never obtained in other industrial countries and has 
an obvious influence on the tendency towards standardisation of product. 
Combined with this, favourable railway rates for large shipments, easy 
to arrange over the long distances traversed, further stimulated so-called 
mass production. The process of action and reaction, of cheaper pro- 

duction as a consequence of standardisation, followed by increased 
_ demand, which makes further standardisation possible, has resulted in 
the development of industrial concerns unique in size, ramification, and 

output. 
3 ĪMMIGRANT LABOUR AND THE SCARCITY OF SKILLED LABOUR. 

The influence of large masses of immigrant labour is worth separate 
consideration. About the middle of the nineteenth century the majority 
_of immigrants into the United States were from the United Kingdom or 
“Germany, but in recent years the proportion of Slavs, Italians, and 
Austrians has steadily increased. On the whole, the immigrants are 
unskilled, at any rate in work of the character available. The American- 
“born citizen disdains the unskilled work E the shops, and prefers to go 
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as a country so full of natural wealth that opportunities were many 
labour nearly always scarce, a nation only potentially as far as a large 













into commerce or the professions. Consequently the shortages 
Jabour provides a powerful stimulus to the development of 
pica in wae oe labour can be used—to automatic 4 an 


of skillec 







to aee nae progress. Recording the re ae compatibili 
-of high wages and low labour cost, industrial managers encourage 
„outputs from unskilled workers, and the average immigrant, easily led, 
-and doubly amenable through working in a strange-environment, Be ; 
willingly. Freedom from industrial tradition affords considerable advan- 
tage in some directions over older industrial countries, and the lower- 
grade workers are still practically unorganised. The wage bargain is 
made between the employer and the individual worker, and it must be 
conceded that, on the whole, the workers have not been driven to organise 
themselves through bad conditions. Recent events show a tendency in = 
the opposite direction, but, on the whole, conditions are generally good = 
and wages high. Exhilarated by possibilities undreamed of in his 

own land, the immigrant enters enthusiastically into this work, and > 
provides excellent material for the native-born organiser and industrial. Eo 
manager. 


4. ATTITUDE OF LABOUR TO INDUSTRY. oe 
The attitude of the workman is another potent factor. On the whole 
it is identical with that of the employer—industry isa means of making — 
money. This arises from several motives; many workers live a hand- — 
to-mouth existence at an extravagant rate, frequently owning an auto- 
- mobile, while others save money so that they may start a business for 
themselves. In a country in which all things are possible and in which 
many founders of great fortunes have started in life under most humble 
circumstances, it is open to any man to rise. The ultimate restrictions — 
are not set by limitation of opportunity but by limitation of capacity, 
of a kind not necessarily distinguished by high intellectual powers. 
‘Thus we may visualise America of the pre-scientific management era, _ 









portion of its population is concerned, with its main manufacturing A 
industries widely scattered geographically, but connected by fine transport 
systems, while capital was growing so rapidly as to enable a few 
exceptionally able men to become controllers of vast wealth. | 


Present Position and Future of Scientific M anagement k 
= The tendency towards standardisation and mass production existed _ 
¿prior to Taylor’s work and indeed still exists independently of it. There 
is no necessary connection between mass production and scientific 
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isting por and. oo conditions. Combined with a body of 
nskilled, unorganised, low-grade labour, amenable to control and desirous. 
aking as much money as possible, the development of management 
utlined by Taylor was almost inevitable. Primarily, the system was 
“concerned with arousing the interest of the worker, and remunerating him 
a through a bonus system of wage payment in such a way that he was 
stimulated to do his utmost, his capacity being increased through analysis 
of motions and standard timing. Later the importance of assisting the 
workman to get through the work by maintenance of tools and equipment, 
of systematic routing of work, of careful selection of men and their 
adequate training, was more fully recognised. To-day these once minor 
and subsidiary features are now considered of such intrinsic importance 
as to warrant independent study. 
The general public became aware of the movement only in 1910, when 
Brandeis advocated it before the Interstate Commercial Commission 
as a counterblast to the demand of the railways for increased rates. 
In 1911 it was introduced into the Government-controlled Rock Island 
arsenal and the Watertown foundry, but the employees of neither factory 
- would consent to it. It was, however, successfully continued but, after 
-< investigation by a special committee of the House of Representatives in 
4915, the Senate forced the House of Representatives to forbid the. use 
ef Army and Navy appropriations for conducting time and motion studies 
in Government arsenals, and now piecework prices at Watertown can 
‘only be fixed on existing time-study data. Undoubtedly this opposition 
is a serious handicap to the proper development of scientific management 
and must be largely ascribed to irritation arising from its misuse. 


- The Efficiency Engineer 


: -The application of scientific management has been conducted largely 
ee by. men who have become specialists in the subject and who have been 
7? employed as consultants by the managers of industrial concerns. This- 

tendency is quite in accord with the general trend towards acute special- s 
isṣation,. and to some extent doubtless the experience of a specialist 
-replaced — the intimate knowledge and experience obtained through 
_ several generations of industrial leaders in one business which i is common 
in older industrial countries. Many of these specialists recognise that 
a. the concerns in which original experiments were tried were not dealt with 
oo Bs: they would be to-day, now that much has since been learned. Further- 
_ more, in many concerns changes of control have in some cases resulted 
in abandonment of the introduction of Taylor methods, as in the Beth- 
- Jehem Steel Works, while in very few works has any coherent system 
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been apfitied’ completely. Even in such cases dobti 


the benefit of scientific management is out of all proportion to the am 


admitted that the evidence is at present small. In some fine wor 


and the Factory Acts contain the fruits of generations of experier 
* which has been freely used by other countries. Curiously enough, t 






























made from time to time as experience directs. Some firms 
to disclose the extent to which they are indebted to new method: 
a consequence it often appears that the amount of actuale 


of matter written about it, and the interest it excites. For suc 
reaching and revolutionary change, in view of claims made, it m 


generally associated with the efficiency movement or with its e: 
such as the Ford works, it would be idle to pretend that results eve 
more startling than the formal claims of the movement have’ not b been 
obtained. a 
We are unaware to what extent improvement in a concern whick hee: a 
been changed over to scientific management is due to improved organisa- 
tion, and to what extent it is due to improved materials, one of the most. __ 
striking of which, high-speed steel, was largely due to Taylor himself, _ 
Even the most enthusiastic efficiency expert will admit that industrial = 
research resulting in the use of improved materials is not peculiar to 
Taylor management. In fact, while industrial research has made rapid 
strides in the States, it is curiously isolated from the formal scientific 
management movement, although there is intrinsically a most important 
relation between them. Education also scarcely counts as a factoronthe © 
programme of the experts. Instruction sheets are frequently prescribed, — 
but education in the wider sense is scarcely considered, and this throws 
an interesting sidelight on the industrial conditions. The general principle. 
of commencing with the juvenile worker has only recently been 
given attention in the States. For immediate results the adult iso 
preferred. pe ca 


The Industrial Ideal 


The United States lags distinctly behind Great Britain in s0 far i 
as her conception of the relation of industrial to national life is co A 
cerned. In the States all grades of workers regard industry as a mea 
of personal gain, irrespective of the wider considerations of pub 
service. In Great Britain labour opinion definitely dissociates itself from 
the conception of industry as a means of exploitation, and endez 
to secure ultimately some kind of profit limitation and to check unesset 
or harmful industries. Great Britain is the home of industrial 1 regu 











American employer perhaps recognises more completely the nece: 

for good working conditions for securing large outputs, probably because 

he, more than any other, has appreciated the desirability of maxi 

production and has consequently arranged accordingly. a 
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_ — The welfare movement i is ; doing ‘much to humanise industry in Engla: nd, 
_ but radical changes in factory planning and equipment will result only 
= when restrictions on output are ended and when it is clear that existing. 
o conditions. hamper production. 
= +» So- far as the recognition of trades unionism and the use of collective: 


; Eaa is concerned, American employers are a generation behind 





ae those of Great Britain. In some respects scientific management was. 
ThA developed- prematurely, for the comparatively unenlightened employers. 
have in some cases adopted those phases which tended towards increased 


output, such as motion study and planning, without consideration of the 
wider human considerations involved. This is largely responsible for 
-the odium which attaches to scientific management in many circles. 


The Errors of Scientific Management 

The mistakes of scientific management are either errors of policy 
or errors of execution. Among the former must be placed some of the 
- more extravagant claims of Taylor and others, and in the latter those 
mistakes which have been referred to above as arising from an undiscri- 
minating application of a mechanical code without sympathy or knowledge 
of wider human issues. 

Among errors of policy should be mentioned claims such as that 
stating that scientific management secures justice for the worker in the 
way of remuneration, or the one stating that it provides a means of 
determining what each man’s remuneration should be. Clearly, under 
any system of management unaffected by collective bargaining, scientific 
management may be able to determine the value of one man relatively 
to another on a basis of output or even of relative skill, but it has no means 
of determining what absolute wages any man should get. This problem, 
partly human and partly economic, lies outside the scope of scientific 
= management as understood in the United States. A claim such as the 
one that it makes collective bargaining and trades unionism unnecessary 


pat p as a means of protection among workers merely irritates organised 
`. workers, and the fact that it is untrue makes it all the more serious 


as a-tactical error. It is significant that Harrington Emerson, and 
even some men of the Taylor school, notably the late Mr. H. L. Gantt, 
_ specifically dissociate themselves from the views of the extreme school. 
> Among errors of execution we have the action of many employers in 
E partially adopting the system and working it in a narrow spirit—setting 
up piecework prices and standard times without adequate investigation, 
frequently with unskilled assistants, and by cutting rates and speeding up - 








2 processes, striking at the very confidence scientific management should 





engender. Another important cause of failure has been the dogmatic 
application of Taylor principles to all kinds of plants, irrespective of local 


conditions, as if the results were inevitable. 
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Daas to Sme M: anagement 


_ The objections to scientific management, chiefly coming from: wo: rke 
are invariably either ethical or economic. Ethical objections ‘con 
its tendency towards industrial autocracy, none the less objectionable 
because it may be beneficent, and the tendency towards making labour 
monotonous through the elimination of all but the few necessary n 
ments required by efficient performance, Everything is gained by ren 
ing automatic operations which require pure skill, but to cut down a 
complex motion when it must always be in the field of consciousness of 
the operative does appear to have a deleterious effect on the worker which i 
can only be definitely overcome by some counter-balancing arrangement, 
such, for instance, as shorter hours of labour. Economic objections arise - 
in the workman’s mind when he is imperfectly conscious of the influence of 
increased production on prices and demand. It is argued that scientific 
management by fulfilling a demand in the most rapid and efficient manner 
merely lengthens periods of unemployment arising from absence of 
demand. While such a condition is not likely to arise for some years as 
a consequence of the depletion of resources through the war, the average ts 
workman feels that at some future date’ it may arise again. This objec = 
tion can be partly met by education in economics, which will show 
the variable character of demand in many industries, and partly by 
industry supporting its own unemployed workers, for it is not likely 
that it will be possible to prevent unemployment until the causes which == 
give rise to it are fully understood. Some objections partake of the =” 
character of both ethical and economic objections, such as the argument 
that it destroys unionism. It may be that the very success of scientifc —_ 
management in satisfying the worker will make his attachment to union- —— 
ism lukewarm, but the tendency should not be encouraged by employers. 
Negotiation with bodies of workers through their representatives andthe > 
fixed wage rate are a great convenience to employers, and in future — 
organisation in some form will be essential to all parties in industr 
The workman, however, will not necessarily poe to a union for the 
wage increases he can get through it. ha 
Many labour objections to scientific nanei such as speciali: 
tion, are based on tendencies which operate quite independently of it, 
or on objections which are really objections to the existing industrial 
system as a whole. Antagonism in some quarters a¢tually arises 1 from. 
its success in improving existing industrial conditions, increasing wag 
andi in facilitating a better understanding between all grades of worker 
| bot nh managers and operatives. | 
In developing industrial management in this country, it will: be ; 
necessary to preclude the occurrence of the errors which have been made 
and objections which have arisen to scientific management. Seas 
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A QUESTION often asked is, “ What is mass production z z 
= LA To this it is not easy to give a complete answer, for it is distinctly 
ee one in which circumstances govern cases. “ There has been a tendency 
to underrate the enterprise of the British manufacturer because he did 
- not employ methods invoked in America. The truth was that the 
-v British maker would have been extremely foolish to have done so, for 
such methods, valuable enough, even indispensable, in their own sphere, 
would not only have been out of place in British factories, but would 
- have been positively wasteful and even harmful. British motor makers, 
-~ while keeping themselves aware of what was being done in America, 
admittedly the home of mass production, have moved with caution in 
adopting new methods. 

<The scale of production, it ts true, has been greatly ileced but 
even now it cannot bear comparison with that of America with its 
hundred million people. True wisdom consists in applying new methods 

in the proper way, and in well judged proportion. 
Mass production must, in such circumstances, consist largely in the 
application of principles, and not so much in the slavish adoption of 
< „methods which are foreign to the industry. One such principle, the 
_, extreme importance of which is fully realised at Longbridge Works, 
is that of continuous machining. It has by no means remained unknown 
or without application in Britain till now, but in present circumstances 
can receive more practical development. It consists of keeping work 
continually on the move, whether it be by means of revolving tables or, 
for instance, by a trolley on rails, carrying a piece of work from one 
tool to another. The object of using a revolving table is that articles 
of the same kind, bolted to it at regular spaces, pass in turn under a tool, 
which may perhaps perform two or three operations at once. As the 
: work goes away from the tool, having been set upon another stage of 
= spend it is re ved from the Ie table, and a ee eas 











. “Pieces: of a are e balted toa able which ee a oie 
motion aking them past a tool. As they come out the other side they 
ar - removed and fresh pieces substituted, so that the return movement 
of the table is also utilised. It can well be seen that a great. saving of 
time is effected by a multiplication of such methods throughout the — 
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great Austin works, and strange enough, though the best machinery 
is the most expensive, it proves cheapest in the end, because it does 
more work in a given time. The thinking is done by the designer of the 
machines, and not by their operators, so that a large proportion of un- 
skilled labour can be utilised. There is in fact a kind of “ dilution ” 
of skill and ingenuity. All the making of moulds for casting steel at 
Longbridge Works is done by machinery. The patterns are placed in 
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BIRD’S-EYE VIEW OF LONGBRIDGE WORKS. 


a kind of bottomless steel box; sand of special kind is shovelled into 
this box—the work of but a few moments; the labourer, who needs no 
skill, then swings round an arm, pulls a lever, and down goes the press 
which squeezes the sand by hydraulic pressure into a hard mass of round 
metal pattern. The mould is then lifted off the pattern and placed on 
the floor awaiting the pouring of the molten metal. So one might go 
on from these early processes, following components, through the factory. 
The use of machinery is carried right on, in fact, into the hardening 

process. The hardening of crown wheels, for example, used to be a 
most troublesome job, as every motor-car maker knows. Trouble was 
continually experienced with warping of the component, and frequently 
as long a period as two hours was spent upon pressing it out straight 
by hydraulic machinery. Now an ingenious machine so holds the 
component while it is hot that it is dipped quickly and evenly into the 
oil, and no strain is placed upon it, so that no distortion results. The 
consequence is that at least two hours are saved on the heat treatment 
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of every crown wheel. To turn to another side of motor-car making 
one may record the forming of body panels by great electric presses, 
the painting of car bodies by means of compressed air pistols, which 
spray the paint in about a tenth of the time which was required by hand, 
while yet another example of ingenuity is the painting of wheels by 
dipping them in a bath of paint, which is held upon a spindle, on which 





CHASSIS PARTLY READY, 


they are spun rapidly by electric motor to get rid of the superfluous 
paint. Electric and acetylene welding reduce hand work in body panel 
making. These are but a few examples amongst many, but they will 
serve to indicate the ingenious spirit which is ae throughout 
Longbridge Works. 

Moreover, there is a camaraderle among men of ingenuity and 
resource, for the inventor seizes upon every opportunity to solve a problem 
and the consequence is that an improvement in one process stimulates 
emulation and improvement in another, so that a friendly and fruitful 
rivalry is continually in progress. 

Speaking at a recent luncheon at the Longbridge Works, Sir Herbert 
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Mass Production of Motors 





Austin, the Chairman of the Company, made some interesting comments 
on the present state of the motor industry. 

He pointed out that the Austin Company had already delivered. 
some 2,000 cars, starting eighteen months ago, and but for the moulders’ 
strike would have delivered 5,000 at the present date. They were, 
however, not alone in being somewhat behind their programme. He 


vat ne 
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CRANK CASES READY FOR MACHINING. 


had himself received a private communication from a friend in the 
United States in which similar conditions were portrayed, one company 
alone being stated to be 350,000 cars down on their schedule. The 
Austin Motor Company’s programme, while not comparable in actual 
bulk with such figures, was none the less a genuine instance of mass 
production, and the first and most important illustration of that method 
of manufacture as applied to motor cars in this country. Twelve months 
ago, the programme of production was fixed at— 

150 cars per week. 

60 tractors per week. 

100 lighting sets per week. 

43 





Business » Orgamsation - and » Management 





The first part of this programme has now been practically accomplished, 
as the firm were turning out 150 chassis a week and over 120 bodies, 
and 60 tractors. That was only a beginning. All further progress, 
was, however, dependent upon the loyal co-operation and assistance 
of sub-contractors and the allied trades generally, and Sir Herbert put 
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ENGINES READY FOR INSTALLATION, 


in a strong plea for a combined effort on the. part of all the trades 
concerned, either directly or indirectly, with motor-car production. 

The visitors made a tour of the three great factories of the Austin 
Motor Company, now occupying about 53 acres, and known as the North, 
South and West Works, and examined with much interest the various 
processes from the stamping and machining of parts in the South works, 
up to the final stages of painting, varnishing and upholstering bodies 
in the West works. 

The Austin Works at Longbridge are undoubtedly the largest Auto- 
mobile works in the British Empire, and would cost to erect and equip 
to-day, not less than £5,000,000. 





A new feature which will provide a valuable monthly summary’ of legal decisions of 
° special interest to business men. 


Commercial Cases in the Courts 
A Monthly Review of Recent Decisions 


By DONALD Mackay, Solicitor 


Rights of Minorities 
Ira is a question which in political science, as well as in constitu- 

tional and commercial law, has lately demanded attention. A close 
examination of the position of majorities in regard to minorities would 
be a serviceable bit of literary work. The power of alteration of a 
company’s articles of association conferred by the Companies Act has 
been limited by judicial interpretation to the effect that it must be 
exercised not only in the manner required by law, but also bona fide 
for the benefit of the company as a whole 

In Dafen Tinplate Co. v. Llanelly Steel Co., Mr. Justice Peterson 
decided that a proposed alteration of artıcles giving to the majority of 
the shareholders power to compel any other member (other than one 
specified shareholder) to transfer his shares, is not for the benefit of the 
company as a whole, and is invalid. In so deciding, he followed the 
case of Allen v. Gold Reefs of South Africa, 1900 (1 Ch. 656), and was 
of opinion that the facts warranted a different conclusion from that 
come to in Sidebotham v. Kershaw (1920), 1 Ch. 154. There a resolu- 
tion altering articles of association so as to enable shareholders to com- 
pel another shareholder, who was competing with the company’s busi- 
ness, to transfer his shares was valid, as being bona fide for the benefit 
of the company. But, in the present case, the alteration went much 
further than the protection of the company from the conduct of 
shareholders detrimental to its interests. 


Sellers’ Obligation to Deliver 


Behrend & Co., Lid. v. Produce Brokers Co., Lad. (150 L.T.J. 38), 
was a special case stated for the opinion of the court. By two con- 
tracts in July and September, 1919, the sellers sold to the buyers large 
quantities of Egyptian cotton seed to be shipped from Alexandria and 
(or) Port Said, and to be delivered in London to the buyers’ craft along- 
side. The buyers agreed to pay for the goods against shipping docu- 
ments, and to send craft to receive the goods. The buyers carried out 
their part of the contract. The sellers delivered 38 tons out of a total 
of 576 tons of seed at a dock in London; but, finding that the rest of 
the seed was lying under a cargo for Hull, the steamer stopped further 
delivery and left for Hull, promising to return and deliver the rest. 
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On her return the remainder of the seed was tendered to the buyers, 
who meantime had informed the sellers that they regarded the departure 
.of the steamer with their goods on board as a failure to deliver and a 
breach of contract. They kept the seed already delivered, and demanded 
repayment of the contract price representing the undelivered seed. 
For the sellers, it was argued that they had fulfilled all the conditions 
of the contract ; that no time for delivery was fixed, and that delivery 
within a reasonable time was sufficient ; and that, even if the buyers 
were entitled to reject the whole of the consignment, they had accepted 
part and could not reject the rest. For the buyers, it was contended 
that the contract was not a c.i.f. contract; that the sellers were bound 
to deliver in London to the buyers’ craft goods of the description speci- 
fied in the contract coming off a ship which had made the contractual 
voyage, which was from Egypt to London. It was held, that the buyers 
under the contract in question had the right to have delivery on the 
arrival of the steamer; that they must submit to any unavoidable 
delay in discharging their parcel of goods, but that they were entitled 
to delivery of the whole of an indivisible parcel of goods sold to them 
for delivery from the steamer which had begun delivery to them before 
leaving the port to deliver goods elsewhere. 


Trade Name—“ National” 

The decision of Astbury, J., in re Application of National Galvamsers, 
Lid. (150 L.T.J. 37), should be noted as likely to form a precedent of 
very wide application. The applicants were a limited company regis- 
tered in 1915, and carried on business at Sunderland as manufacturers 
of metal goods. In 1919 they obtained registration, without opposi- 
tion, of the word “ National” in respect of certain metal goods other 
than those in class 13. They now applied for registration in this class, 
which consists of “ metal hollow-ware ” goods, baths, bowls, buckets, 
etc. The application was opposed by the Metal Hollow-ware Employers’ 
Association, which was composed of 100 members interested in this 
trade in different parts of the country. The grounds of opposition were 
that the word “ National,” if registered as the applicants’ trade mark, 
would lead the public to suppose that their goods were produced under 
public auspices and for the public benefit ; that it was thus calculated 
to deceive and to interfere with the legitimate distribution of goods by 
competitors. In support of the application, re National Cash Regsster 
Company's Application (34 R.P.C. 273, 354) was cited. The Comptroller- 
General had dismissed the application, and the applicants appealed to 
the court by motion to reverse this decision. The learned judge held 
(affirming the Comptroller-General’s decision) that, without evidence 
of the character produced in the National Register Co.’s case, the word 
“ National ” was primd facte ill-adapted to distinguish particular articles 
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of manufacture; that no such evidence had been produced in the 
present case; and that the application must be dismissed. 


Appropriation of Goods to the Contract 

The Solscttors’ Journal (Vol. LXVI, p. 611) draws attention to an 
interesting application by Bailhache, f., of the rule contained in the 
Sale of Goods Act, 1893 (Sec. 18), that in the case of future or unascer- 
tained goods the property in them is deemed to pass when they are 
“unconditionally appropriated to the contract by the seller with the 
assent of the buyer.” 

In Floyd v. Blamey & Morcum, Lid., the plaintiff was a farmer who 
bred sheep and sold their wool. The Sale of Wool (Great Britain) 
Order, 1918, made under D.O.R.A., required all farmers so growing 
wool to sell all the wool they clip to a “ person authorised ” by the 
Director of Materials, and also to deliver it to that person. The object, 
of course, was to enable the Director to get the wool at a fixed price 
and ration it among the manufacturers; at least that was a principal 
object of the Order. Now, in the present case, on 4th June, 1918, the 
farmer received an official post card from the District Executive Officer 
of the Directorate of Raw Materials, naming the defendants as the 
“person authorised ” to value and take up the wool. The farmer 
thereupon clipped and stored the wool in readiness for the arrival of 
the “ person authorised ” ; but before such arrival an accident of fire, 
not due to his negligence, destroyed the wool. The question, of course, 
was whether the property in the wool, and therefore the risk, had passed 
to the purchasers on or before the storing of the wool. Mr. Justice 
Batlhache treated the case as a statutory executory contract for the sale 
of a future unascertamed chattel, namely, clipped wool, within the 
meaning of the Sale of Goods Act, 1893 (Sec. 18). The question, there- 
fore, narrowed itself down to this: Had the farmer “ unconditionally 
appropriated ” goods “in a deliverable state” to the statutory con- 
tract “ with the assent of the buyer ’’ when he placed the wool in his 
store? The learned Judge held that he had. For the goods were 
certainly “ unconditionally appropriated ” to the contract; the statute 
and order render any other appropriation of them illegal, and one must 
presume an actor’s intent to be legal where it is ambiguous. Again, 
the wool was “ clipped,” and therefore “ in a deliverable state.” Lastly, 
the post card naming the “authorised person ” had given an implied 
“assent of the buyer ” to the appropriation. 


Effect on a Contract of the Law of the Place of Its 
Performance 
The principle given effect to in Sota & Anzar v. Ralli Bros. (64 S.J. 
462) is one which, though but rarely exemplified in our courts, is yet 
47 








Business - Organisation - and - Management 





acknowledged by all authorities as operative in contract law. A con- 
tract is, in general, invalid in so far as the performance of it is Wlegal 
by the law of the country where the contract is to be performed. 
Where, therefore, a contract was made by charter-party between British 
charterers and Spanish shipowners for the carriage of a cargo of jute 
from Calcutta to Barcelona at {50 a ton, half to be paid on shipment 
and the balance on delivery, and before the arrival of the vessel a decree 
of the Spanish Government made it an offence either to pay or to 
receive above certain maximum rates, which in the case of jute were 
much below {50 a ton. It was held that the charterers’ obligation was 
one to be performed in Spain, and was duly performed by the tendering 
of the maximum freight permitted by Spanish law by the Spanish 
receivers of the cargo, and that the shipowners could not recover the 
difference between such maximum and the freight contracted to be 
paid by suing in the English court. 


The Long Vacation 


It would be surprising if in an epoch of reconstruction, complaints 
were not renewed regarding the undue length of the legal vacation. 
Writing some time ago in The Times, “ Justice of the Peace ” stated 
the position very well. The following is an excerpt from his letter: 
“ For ten weeks no cases can be tried, and, what is more serious, no 
appeals can be heard. This means that not only is the work of the 
High Court delayed, but the work of the county courts and the magis- 
trates’ tourts also. During the present year more than one Act has 
been passed enlarging the jurisdiction of the county court, and entrust- 
ing them with the difficult duty, inter alta, of administering the 
emergency legislation affecting the rights of landlords and tenants. 
It is reasonable to suppose that each month appeals to the High Court 
will increase in number.” 

Two new judges have just been appointed, both men in the prime 
of life. Is it too much to ask that, with this accession of strength, che 
High Cowt judges, if they will not curtail their ten weeks’ holiday, will 
at least provide for the periodical hearing of appeals during September 
and October? Other courts, and all professional and business men, 
are content with a few weeks’ holiday. The courts are public institu- 
tions, maintained by the public for a high public purpose. Yet there 
has been no sign that the judges recognise this, or will make any con- 
cession to the strong feeling that exists against the continuance of the 
Long Vacation for ten weeks. 
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This article discusses*a railway problem of the greatest importance to every trader. 





Current Transportation Problems 


By Geo. B. LIissHNDEN, Author of “ Industrial Traffic Management,” etc., etc. 


12. Damaged in Transit 


dee question is continually arising: Is one justified in refusing to 
accept goods which have been badly damaged in transit ? And in 
view of the number of losses which have occurred from this cause during 
the last two or three years it will be useful to treat this subject very 
thoroughly. 


What are the Terms of the Contract? 

Now in determining this question—as, indeed, most if not all matters 
relating to transport problems—one has to see first of all what are the 
conditions of the contract between the buyer and the seller and what 
bargain the latter made with the railway company to convey the goods 
to their destination. For instance, goods may be purchased on “ carriage 
paid” terms and forwarded at either the owner’s or the company’s risk, 
and in that event the liability will remain with the seller until the con- 
signment has been actually delivered into the buyer’s possession—which 
means that the buyer need not, worry with the railway company any 
more than to tell them of the condition of the goods on delivery, leaving 
the seller to claim on the carriers for the damage done. 

On the other hand, goods may be bought “free on rail” and in 
that event the responsibility for what happens during transit rests with 
the buyer—in other words, the seller has completed his part of the contract 
directly the consignment has been handed to the railway company, or 
put “free on rail.” But it makes a vast deal of difference as to how the 
sender consigns the goods—+.e., whether at the owner’s risk or the 
company’s risk ; makes a difference, that is to say, as to the responsibility 
attaching to the carrier and the owner respectively and in most instances— 
so far as the railway companies are concerned at any rate—determines 
their attitude in the matter. Incidentally, it is curious, to say the least 
of it, how often the buyer will omit to tell the seller how he wishes his 
goods to be forwarded—whether at the owner’s risk or the company’s 
risk, and it is only when something goes wrong that it transpires that 
the consignment has been charged at the owner’s risk—contrary to the 
desire of the buyer—because the railway company hold a general owner’s 
indemnity for all they goods. As an example, at the Birmingham 
Assizes Mr. Justice Lawrence dealt with a dispute which had arisen 
between the London and North-Western Railway Company and the 
Oak Tanning Company, Ltd., Walsall, owing to the destruction, by fire, 
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of some hides during transit. The railway company claimed £162 2s. 9d., 
being the balance of an account for the carriage of goods,- which was 
admitted subject to a counter-claim. 

It was explained that the point at issue was whether an agreement 
entered into by the consignee or consignor should be acted upon. Con- 
signor gave the Company at Whitehaven a general owner’s risk note, 
in the year 1906, and consignee disputed the authority of the Railway 
Company to act on the agreement, seeing that they paid the carriage. 

For the Railway Company it was stated that, with one exception, 
goods from Whitehaven to Walsall were charged at owner’s risk rates. 

Mr. Justice Lawrence said that in his judgment the goods were carried 
with the knowledge of the Oak Tanning Company at owner’s risk and 
he gave judgment for the London and North-Western Railway on the 
claim of £162 2s. 9d., and on the counter-claim, with costs. 


What one should do if Goods are Damaged 


Now it is impossible to lay down ariy general rule and say that by 
doing this or that you will be fully protected no matter what occurs ; 
so much depends upon the surrounding circumstances—at whose risk 
the goods were consigned, how long they have been in transit, and last 
but not least the extent of the damage. Some there are—as will be shown 
in a moment—who pin their faith to the decision in Dick v. East Coast 
Railways, and refuse to accept any consignment which is badly damaged. 
In this case a machine of the value of £100 was damaged while in the 
custody of a railway company. The consignee refused to take delivery, 
and sued the carrier for the value of the machine. It was proved that the 
damaged parts of the machine could be repaired at a cost, according 
to the defendant’s witnesses, of £16, and, according to the plaintiff's 
witness, of £30, in addition to the expense of an expert to adjust them ; 
but the plaintiff’s witnesses would not say that in the result the machine 
would work satisfactorily. Here it was held that the machine was so 
much damaged that the consignee was entitled to reject ıt, and that the 
carrier was bound to pay the full value of the machine. 

Now see what happens if this decision is interpreted literally—take 
the case of J. T. Reynolds & Co. v. Taff Vale Ratlway Company, tried 
in the Manchester County Court in March last, a case which will be quoted 
very fully because of its great importance and the inevitable conclusion 
to be drawn from it. The plaintiff’s particulars of claim stated that 
in August last year, the defendants, through their agents at Treorchy and 
Penrhiwceiber, agreed to convey ten cases of -P.W. candles from those 
places to his premises in Manchester. It was a condition of the contract 
that the goods should be delivered in good condition. The defendants 
failed to discharge this obligation, and the goods were damaged to the 
extent of the claim made. 
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For the plaintiff it was said that, although the amount in dispute 
was small, the case was of considerable interest to traders, because it 
involved a question as to the conditions under which consignees were 
entitled to reject goods delivered by railway companies in a damaged 
state. In this case when the goods were delivered the cases were all 
damaged to such an extent that the plaintiff wrote to the Great Western: 
Railway Company, which actually tendered the goods, suggesting that 
they had been pilfered, and pointing out that it was impossible for him 
to have his warehouse littered with them. On 8th September, the 
Great Western Railway Company wrote stating that the cases were 
remaining on their premises at the owner’s sole risk and cost. On the | 
following day the plaintiff replied that the cases and goods left the premises 
of the Cambrian Candle Company, of Holyhead, in perfect condition, 
and that they would have to remain with the railway company until 
the railway company came to its senses, and that a copy of the letter 
was being sent to the Board of Trade, as it was about time railway 
companies were made to act in a reasonable manner. The £25 claim 
was for 60 dozen Ib. at 8s. 4d. 

Judge Mellor : Is it a proper course for a consignee to refuse to accept 
goods? I thought you were bound to take the goods and then put in 
a claim for the amount of the damage done. 

Counsel for the railway company: That is my case. gta 

Counsel for the plaintiff said the point he wished to make was that 
the cases as delivered were quite unmerchantable from the plaintiff's 
point as a wholesale dealer. The cases were sold entire as cases, and he 
submitted-that if they were so damaged that dealers would not buy them 
the consignee could reject them. His authority for this contention was 
the case of R. and J. Dick v. Great Northern and North Eastern Ratlway 
Companies. In that case a consignee refused to take delivery of a dam- 
aged machine, and the court held that it was damaged to such an extent 
as to entitle the consignee to reject it. 

The Judge remarked that it depended on the extent to which the goods 
were damaged. If a machine or candles were damaged so as to be quite 
useless those responsible would have to pay. It would come to the same 
thing, whether the consignees were entitled to reject the goods or not. 
If the consignee in this case had taken the goods in and then made the 
claim for the damage he would not have had to answer the counter- 
claim for warehousing charges between the date of the tender and the 
present time. 

Plaintiff's Counsel said that this case differed from many others in 
that the railway company were asking the plaintiff to do what was 
unreasonable. He had not room in his warehouse to keep the broken 
boxes, and it would have meant emptying the contents of every one of 
them and examining nearly 300 packets, each containing 36 candles, 
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in order to ascertain the extent of the damage. It might have been 
different if he had been a retailer selling single packets. He sold by the 
case only. If a case were damaged it was unmerchantable from his 
point of view. He raised no opposition to the charges for carriage and 
warehousing if the Court found the company entitled to the charges. 

A witness for the plaintiff said that when the goods arrived there were 
really only the remnants of cases left, out of which candles were dropping 
about as the company’s boy moved them. Every case was broken, 
and most of the parcels he could see in the superficial examination he 
made of each case were loose, broken, and dirty. None of the cases was 
full to the top. It was unreasonable to ask a wholesaler to spend the 
` time and labour of going through the contents of broken cases in order 
to claim for those parcels undamaged. There would be nearly 9,000 
candles altogether, and they could only have been sold as a job lot. 
If a customer could have been found he would not have paid £10 
for them. l 

Cross-examined, the witness said it was really no use accepting goods 
and then making claims against a railway company. The plaintiff had 
several cases going on for a year and a half, and was now adopting the 


course of refusing to accept candles damaged in transit. It was not true ° 


that the bulk of the candles were undamaged. The plaintiff did not, 
to, his knowledge, inform the railway company that the cases were to be 
resold as cases, but he never sold them except as cases. The plaintiff 
never opened any of the cases he sold, but had to give a guarantee that 
they were perfect and that the contents were in sound condition. It 
would surprise him very much to hear that anybody was prepared to 
offer {24 for the cases as they now stood. 

For the defence the first witness called was a proprietor and managing 
partner of oil, grease, soap and candle manufacturers of Manchester. 
At the request of the defendants, he said, he had examined the ten cases 
of candles. The cases were then all right; they had evidently been 
repaired. Every case was opened. Not more than one 31b. parcel 
was missing, but perhaps eight or nine packets had been broken. The 
candles were certainly not unmerchantable. In fact, he was prepared 
to give £24 for them if delivered to his premises in their present condition 
by either the railway company or the plaintiff. The total damage would 
be covered by £1. , 

A carter employed by the Great Western Railway Company, asserted 
that only one or two of the cases were damaged in transit, and that 
plaintiff hardly looked at them. 

Other corroborative evidence having been given, the Judge said the 
action had really resolved itself into the ordinary kind of claim for damage 
done in transit. He was forced to the conclusion that the evidence for 
the plaintiff was grossly exaggerated. Plaintiff evidently thought he 

52 


& 








Current Transportation Problems 


could reject the goods without making a proper examination and deter- 
mining the amount of the damage. Against such an offer as that made 
by the railway company’s witness he did not see how he could possibly 
accept evidence which was admittedly based upon a superficial exam- 
ination. It was not often in these cases that an expert was ready to 
produce money in support of his opinion. There would be judgment for 
the plaintiff for £1 and costs on the claim, and for defendants for £1 15s. 6d. 
and costs on the counter-claim. 

The foregoing shows that it is quite wrong to reject goods on a mere 
superficial examination, or indeed, at all unless they are so damaged as 
to render them utterly useless. The safe way, undoubtedly, is to accept 
the goods—no matter at whose risk they may have been consigned, 
or what is the condition of them when tendered by the carriers—on the 
distinct understanding with the railway company that the best possible 
will be done with the goods in the interests of all concerned—and 
“ delivery is accepted without prejudice to the owner’s position.” 


The Broad View 


It is essential when dealing with these matters to take the broad view. 
Of course it is difficult sometimes—when your goods have been smashed 
to smithereens—to look upon the matter calmly and judicially, especially 
when you feel convinced in your own mind from the condition of your 
things when delivered to you by the carman that some blithering idiot 
must have been playing football with them or they could never have 
got into such a state. But the broad, judicial view is the only safe one 
to take. 

Thus, suppose a consignment be tendered to you in a deplorable 
condition and in a fit of anger—-which may be quite understandable 
in the circumstances—you decide, as some do, to “ throw the goods 
back on the railway company’s hands,” many things may happen 
subsequently which .will cause you to regret your hastiness. Further 
loss may occur through an “ Act of God,’’ or by destruction by vermin 
(rats or mice or both), or the act or accident of a third party, or some 
other cause for which, as warehousemen, the railway company could not 
be held responsible. Or it may transpire that the goods were—contrary 
to the belief of the buyer—consigned at the owner’s risk, and in that 
event the consignee would only be contributing further to his loss by 
rejecting the goods. 

As already stated, so much depends upon the terms of the contract—. 
especially the contract to convey made between the sender and the 
railway company. And it is certainly unwise to allow the contract to 
be made by proxy. Thus, the case of Gould v. S. E. &C. Ratlway, 
in the Divisional Court, in March, 1917, turned primarily on the question 
whether a railway carman had authority from plaintiff to sign an owner’s 
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risk note for him. There were also some interesting dicta by the two 
Judges as to a railway company’s position with regard to consignments 
improperly packed. It was a claim for damage to a confectioner’s 
show-case of wood and glass during transit from Ramsgate to London. 
The first defence of the railway company was that the goods were carried 
at owner’s risk on a special contract. At Southwark County Court the 
Judge decided that plaintiff was not bound by the terms of the special 
contract, and that the ordinary lability of a common carrier applied. 
Giving judgment on the appeal to the Divisional Court, Lord Justice 
Atkin said that the evidence of the carman Perry as to what occurred 
when he called to collect the goods was undisputed. ‘I told him (Mr. 
Gould) the glass was not the same rate as the other goods, because it 
was not properly packed; I said it must be in some sort of frame. He 
asked me to do my best.” The Lord Justice thought that the only way 
in which Perry, doing his best for Mr. Gould, could get the goods conveyed 
at all was at owner’s risk, and it followed as a matter of law that Mr. 
Gould had given authority to Perry to sign the owner’s risk note, and was 
bound by its terms. Even apart from the special contract, he could 
not have recovered, as railway companies were not common carriers 
of goods imsecurely packed. Lord Justice Younger, who concurred, 
said that the effect of Perry’s conversation with Mr. Gould was that the 
railway company was in the same position as if the goods had been 
improperly packed without the company knowing it. 


Another Stumbling Block 


Another stumbling block which railway traders are frequently coming 
up against in this connection is the question of the correct carriage charge. 
It is often found by the trader who has had his goods smashed in transit 
that whilst the railway company accept no responsibility and state that 
the traffic was consigned and carried at the owner’s risk, full company’s 
risk rates have been charged in his ledger account and this makes the 
poor trader more irate than ever. But legally, at any rate, the railway 
company’s attitude is correct. The point cropped up very prominently 
in the case of Sutcliffe v. Great Western Railway Company, the facts of 
which are these. Up to 23rd October, 1907, the defendant company 
had for many years accepted for carriage cisterns unprotected by packing 
and without special contract. As these cisterns had projecting levers 
which were often broken in transit, the defendants and other railway 
companies gave notice on 23rd October, 1907, that all such cisterns 
would thenceforth only be carried at owner’s risk unless properly pro- 
tected by packing, and that no alteration in the rate for carriage would 
be made. In pursuance of that notice the defendants, before accepting 
a consignment of such cisterns from the plaintiff, which were unpacked, 
required the words “ owner’s risk ” to be written on the consignment 
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notes. The defendants charged the same rates as before, and would 
have continued to take the goods, if packed, at their risk. The defen- 
dants’ general regulations contained a list of things which were carried 
by special arrangement only, and that list included “ articles not packed 
or insecurely packed, which are consequently liable to damage or loss.” 
Some of the cisterns having been damaged in transit, the plaintiff sued 
the defendants in respect thereof. Here it was held (Vaughan Williams 
dissenting) that the condition imposed by the defendants was reasonable 
and that the defendants were not liable. Held, further, that even 
assuming that the condition was unreasonable, the defendants were only 
liable for loss occasioned by the defendants’ neglect or default ; and that 
as he had given no evidence of neglect or default he was not entitled to 
succeed. By this it will be seen that however unfair and unbusinesslike 
it may appear a railway company is entitled to charge company’s risk 
rates even if they accept no responsibility. 





The Industrial Development of China 


‘THE phenomenal industrial development of China during the past few’ yéars 

is a fact the importance of which is but faintly realised by most English 
manufacturers. According to Professor Middleton-Smith, MSc, of Hong-Kong, 
a well-known authority, China’s export trade last year all but equalled the value 
of her imports. It was actually 337,000,000 taels greater than ın 1913. In his 
interesting article on “ China’s Industrial Progress ” in The Times’ Trade Supple- 
ment, Professor Middleton-Smith makes the surprising statement that “there 
are few foreign type articles of domestic use that are not now manufactured 
in China by factories on modern lines, the majority of them without foreign 
assistance.” He notes that there is quite a different attitude on the part of the 
educated Chinese towards the foreigner as compared with that which existed 
formerly. A hundred years ago the foreigner was always a “foreign devil” who 
would do dreadful deeds. To-day the Chinese merchant welcomes the foreigner. 
It 1s pleasing to know that the Chinese appreciate the friendship of the British 
very much indeed. 

A propos these observations, Mr. H. H Fox’s 1919 report on China, recently 
published, will be of the greatest value to those exporters who share his view 
that China offers a wonderful market for English goods Mr. Fox 13 our Com- 
mercial Counsellor at Shanghai. He notes that, taking the population of the 
country at 350,000,000, the per captia purchase of foreign goods last year averaged 
no higher than 12s 6d., so that the extent of the field for development ıs obvious 
British traders on the spot are showing great enterprise, but their numbers 
require to be reinforced. Nevertheless, they have established British Chambers 
of Commerce in fifteen of the principal Treaty ports since the war, and have 
organised an Association of Chambers to hold annual conferences. Language 
schools are being conducted by the British Chambers at Shanghai, Tientsin, and 
Hankow ; but (says Mr. Fox) British merchants should travel more in Ch'na, 
and the practice of learning the language should be more widespread. An 
interesting section of the report deals with the nature of the vigorous competition 
which we have to face from Japan and America, 
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Profit-Sharmg Schemes in Insurance 


Offices 


Pe schemes of one kind or another are gradually 
being adopted by the leading insurance offices. Naturally cautious, 
the offices have perhaps been slow in this direction, but the fact that 
pre-war rates of salary—even when supplemented by war bonuses— 
have proved utterly inadequate to enable their staffs to live in that 
state of comfort to which they were accustomed, together with the fact 
that the insurance officials have now combined under the title of the 
Insurance Officials’ Guild, will no doubt expedite matters. 

The latest office to formulate a scheme is the Guardian Assurance 
Co., Ltd. This company is creating 50,000 shares of 10s. each, which 
are to be issued to the staff of the Guardian and its associated 
companies. 

These staff shares will not confer upon the owners the right to attend 
at or vote at general meetings, but as regards dividends are to rank 
‘bari passu with the existing ordinary shares. They are not to be 
entitled to participate in any distribution of any reserve fund whether 
by way of capitalisation or otherwise, “except if and so far as the 
directors shall in any case in their absolute discretion think it right 
that they shall so participate.” 

The shares are not to be transferred without the previous consent of 
the Board, so long as any employee selected by the Board as trans- 
feree of the shares is willing to purchase the shares at a fair value. 
Such “ fair value ” is in no case to exceed the amount credited as 
paid on the shares plus accrued profits based on the dividend paid 
during the preceding year. The company may also require any holder 
of staff shares who is not for the time being an employee, to sell the 
shares at a “fair value ” to any employee selected by the Board. 

The shares are to be allotted in proportion to salaries, but a certain 
number are to be retained by the directors for allotment to employees 
at their absolute discretion, so that there may be a ready means at 
hand for recognising exceptionally good work. The whole allotment 
is, in fact, to be at the discretion of the directors, no employee being 
entitled to an allotment as of nght. 

So long as the shares are held by persons who are not employees, 
the maximum dividend is to be limited to 6 per cent. ; whereas as the 
distribution on the ordinary shares has lately been at the rate of 
60 per cent., it really means that if this dividend is maintained, that 
the employees will receive an annual payment of 6s. for each 10s. 
originally invested. 
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Manufacturers are fact to face with new conditions in industry which have revolutionised 
old ideas of factory management. 


Staff Work in Industry 


By OLIVER SHELDON 





To old system of factory management has proved inadequate for the 
times in which we live. Five direct consequences of war conditions 
have combined to reveal the fact—{1) the progress of industrial 
science, stimulated into prodigious activity by war requirements, and 
furthered by the war-time researches of the more technical Universi- 
ties; (2) the sudden demand for increased production after the war, 
and the wage-bills inevitably resultant upon the rise in prices; (3) the 
slow, but implacably certain stirring of the social conscience, demanding 
that the old state of affairs in industry should not return; (4) the 
Vitalising impulse from America towards efficiency in every sphere ; 
(5) the prime necessity for economical working, in view of the incessant 
wage demands, the high cost of raw material and running expenses, and 
the need for producing cheap goods to cope with prices and the adverse 
exchanges. 


New Conditions of Factory Management 

Briefly, how do these affect factory management? In the first 
~ place, the amazing advance of science has complicated factory life in 
every direction. Invention has followed invention; mew processes 
have fallen over each other. As one writer observed: “The man who 
says a thing can’t be done is interrupted by somebody doing it.” This 
applies not only to mechanical devices. Our physiologists and psycholo- 
gists have been at work on industry, and brought their science to bear 
fruit. Science is being applied, not only to machines and processes and 
materials, but also to human workers—their health, fatigue, selection, 
promotion, location, and both mental and manual qualifications. Manage- 
ment is faced, in this connection alone, with a vast extension of scientific 
knowledge, and a field still broader of scientific probabilities. 

- Secondly, production. The call has come for more, often to those 
whose plants have suffered through war neglect or transformation. 
Management is faced here with a demand, that cannot be put on one side, 
that it should devote all its skill, experience, knowledge and organising 
capacity to the task of increasing the wealth of the country. To 
emphasise this point is unnecessary. It has been the dominant necessity 
since what has recently been called “the outbreak of peace.” » 


The Social View of Industry 
Thirdly, the social view of industry. The effect of the war has been 
to swell the numbers of those who can find no social philosophy worthy 
of the ideals and progressive fervour of the times, except in support of 
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Labour. Men from every rank of society, either openly or in their 
hearts, have joined the: Labour movement. Labour has now behind it 
an almost untapped supply of support, and, what is of greater importance, 
of sheer brains. Many are floundering in the multitudinous philosophies 
of the age, but one and all combine in a great damnatory indictment of 
pre-war conditions, and imperiously insist that industrial management 
shall take its full share of the responsibility of introducing into industry 
and into social life generally those principles of equity, decent living, 
surety of status, and tolerable conditions for which war was waged. 

Fourthly, the impulse from America. That country, upon her entry 
into the war, rose to a tremendous pitch of practical enthusiasm unknown 
here. American industries almost without warning started off at double 
speed, and an almost religious cult of efficiency, culminating in the 
Prohibition Law, took hold of the people. It has infected European 
industries, particularly as regards administrative efficiency. The example 
of America calls to the factory administrators to render their service as 
efficient as can be. 

Lastly, economy in production. Here again this necessity requires 
no elaboration. Management alone can effect those economies—by 
accurate costing, detailed planning, investigation of every process, 
research into the supplies of every material requisite, scientific placing 
of employees, providing the best working conditions conducive to output 
of the finest quality, minute inspection of the finish d goods, statistical 
records of output and sales, etc: Economies only spring from those who 
initiate—the management. 

This much to show how far management must progress beyond its 
old composition. In what way, then, is factory management to meet 
these requirements ? 

The tendency is in five directions. Firstly, a new conception of 
foremanship ; secondly, the introduction of a new staff of experts ; 
thirdly, a series of new co-ordinating departments; fourthly, the 
utilisation of the workers themselves for purposes of advice and control ; 
fifthly, and in general, a renewed study and research into the qualities and 
psychology of management, and the gradual permeation of a new and 
diiving philosophy of management. 

In this paper, I am concerned only with the second and third items 
listed above—the “ Staff”? idea in industry. This scheme of organisation 
will now be familiar to most executives in its generalidea. It is desirable, 
however, to consider the details of its application, and its advantages. 


Reorganising the Factory 
The accompanying diagram may perhaps illustrate my conception of 
the scheme, though it does not entirely convey the whole purpose. More- 
over, the suggestion does not carry the scheme to the ‘full length to 
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which some would apply it. Upon the old organisation is grafted a new 
one, in two parts—the Co-ordinating Staff and the Expert Staff. It is 
important to distinguish between the two, for the one is executive, and 
the other investigational and advisory only. The words explain them- 
selves. The Expert Staff consists of trained men in various capacities, 
whose business it is to investigate, find solutions, make recommendations, 
provide plans, and supervise their execution. They cover every 
activi'y in the factory,—chemical research, machine installation,.psycho- 
logical selection, safety, welfare, medical attendance, sanitation, process 
research, wage investigation, advertising and sales research, and so on. 


WORKS MANAGEMENT. 


CO-ORDINATION STAFF. 
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The Co-ordination Staff works upon the collection of this data, its presen- 
tation and application ; it keeps expert investigation and departmental 
management in balance; it keeps the centralised statistics, costs and 
records ; it co-ordinates specialist and departmental work into a flexible 
whole. The heart of it is the Planning Department. 


Advantages of the New System 


What are the advantages of this system? They may be briefly 
enumerated as follows— f 

(1) Ensures expert and equal consideration as between departments 
of all problems, many of which are now so highly technical that only 
qualified men can recommend upon them. 

(2) Relieves the departmental management of much detail, whilst 
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keeping it in touch with the broad features of every kind of specialised 
work which strikes its department. 

(3) Ensures uniformity of practice throughout the plant. 

(4) Is economical, in that it provides for concentrated work, upon 
subjects common to all departments, but irrespective of departmental 
boundaries. 

(5) Centralises information, and thus permits of properly advised 
planning and control. 

(6) Negatives the departmental spirit—the spirit which prompts 
a manager to make his department better than another, by keeping 
secret what should be known to all, and by utilising other departments 
for his own department’s benefit. 

(7) Prevents departmental idiosyncrasies from having play. 

(8) Secures, on the human side, a greater approximation to justice 
and fair dealing, besides bringing specialist knowledge to bear upon 
subjects, hitherto but scantily considered, which concern the well-being 
of the worker. 

(9) Allows of really scientific direction of policy, upon expert advice, 
by the controlling executive. 

Finally, factory management is not changed in a night. Each 
specialist or functional staff officer introduced must be preluded by a 
deep and earnest consideration. It is a big step to functionalise employ- 
ment work, to take it from the hands of the foreman and put it into the 
hands of a specialist department. It is a big step to functionalise inspec- 
tion of the product, to put safety engineering under a specialist, irrespec- 
tive of departments. Further, conditions will vary as between factories. 
But undoubtedly the value of “ Staff ”?” organisation increases in propor- 
tion to the number of specialist activities it undertakes, and the number 
of factory departments in which’ those activities are exercised. The 
wider the area covered, and the greater the number of “cross-line ” 
activities, the greater the value derived. 
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Valuable suggestions,are given in this article on the most up-to-date methods of 
promoting sales. i 





The Organisation of a Small Office 


By Wm. A. SMITE, A.0.W.A. 
I{.—Sales Promotion and Orders 


ee the September issue we discussed accommodation, equipment, 
stationery, correspondence, and filing. The office side of Sales 
Promotion and the treatment of Sales Orders will now be briefly 


considered. 


Advertising Records 

The business man who wishes to place his product upon the market 
or to increase his sales must advertise. Publicity may be effected through 
various channels and the most important of these is the Press. Other 
media such as catalogues, exhibitions, posters, circulars, etc., should not 
be neglected and travellers should be engaged to make direct appeals 
to prospective customers. 

Advertising is an art, and the small trader will be well advised to 
consult a good advertising agent rather than indulge in experiments 
that may prove costly. A definite appropriation should be made, and 
a record of expenditure maintained to show the position week by week. 
The advertising agent may be exceedingly optimistic regarding results, 
but one must adhere to the pre-arranged appropriation and not be 
induced to plunge. The element of chance is greatly reduced by recording 
the returns secured from each medium and governing future expenditure 
accordingly. Either the loose-leaf or card-index system can be 
profitably employed for this purpose. The three loose-leaf forms 
illustrated are used as follows— 

When a contract is made the particulars are entered on Form No. 1, 
which is filed in a binder between dividing sheets to classify the forms 
under dailies, weeklies, and monthlies. Forms 2 and 3 are filed behind 
each form 1. The replies are traced by key number and the numbers 
received entered daily on form 2; the values of orders secured are posted 
to form 3, and the monthly totals of both forms 2 and 3 are transferred 
to form 1, which then presents a full record of results. 

The reader will understand that it is not always possible to trace 
results from publicity, but it is well to record those known and so secure 
some guide to the future selection of media. 

Copies of the actual advertisements should be pasted on sheets of 
uniform size, and filed in a loose-leaf binder indexed in the same way 
as the records. 
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A register of blocks is essential. Each block should be ‘numbered 


and a print from it filed in numerical order. 
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ADVERTISING RECORDS 


Form 1 
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for the purpose or the blocks can be pulled on sheets of uniform size for 
fling in a loose-leaf binder. 
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ADVERTISING RECORDS 


Form 2 


can be decimal numbered, and own name and block number should be 


marked on the side of each block. The register may be loose-leaf or 
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a card index, and it is generally desirable to cross index by class and 
number. The numerical register should provide for record of the location 
of the blocks and metal markers be employed to indicate the dates upon 
which “ blocks out ” are due for return. 
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ADVERTISING RECORDS 
Form 3 


Customers’ Records and Follow-up 

Much of the advertising outlay will be wasted unless each inquiry 
receives proper attention, and is pursued to a definite conclusion. The 
prospective customer must not be unduly worried, but efforts should be 
made to sustain his interest until he becomes a buyer and thereafter to 
keep him informed of new lines. It is reasonable to assume that when 
once an inquiry is received the prospective customer will be influenced 
by carefully prepared form letters and printed matter posted at regular 
intervals. The upkeep of a complete customers’ record involves con- 
siderable clerical work, but in many cases it saves time in the long run. 
When the product is a speciality and orders for supplies are frequent 
a record that brings together in one place the details of all transactions 
is of great value to both the sales and order departments by reason 
of the fact that any information desired respecting the customer is 
available without a tedious search of old files. 

The card and loose-leaf systems are the most satisfactory means of 
keeping a list of customers and prospects. These recording mediums 
permit of unlimited expansion without rearrangement, the elimination 
of dead matter, and are so extensive in their application that one scheme 
can be arranged to do the work of a number of bound books. The 
forms can be classified and sub-indexed in any manner required and new 
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records added in their proper place in the system. As each card isa , 
unit in itself, the classification of records can be changed by a simple 
movement of forms from one set of indexes to another. 

We -will now define how a combined customers’ record and follow-up 
system is operated. When a number of replies are expected it is well 
to prepare suitable form letters in advance. These are most effective 
when printed by a ribbon process in typewriter type, and the names and 
addresses of inquirers are filled in by typewriter to match. One important 
point in sales letter writing is to tell your prospect to do something ; 
for instance, return a post card requesting you to send goods on appro- 
bation. Such calls to action should be contained in the last paragraph. 





/ CUSTOMERS’ RECORDS 
Form 4—FRontT 


When the inquiry marks the commencement of a correspondence with 
the prospect, complete particulars should be entered on a record card 
as form 4. Ifa form letter is used in reply, a symbol can be employed 
to denote this. The card should then be filed behind the appropriate 
guide in the index which can be arranged to classify the records 
alphabetically under customer’s name, geographically or by salesman’s 
territory. 

In cases where it is desirable to arrange the records by county, the 
cards can be filed in alphabetical order between county guides and 
afterwards re-arranged by towns according to the growth of the system. 

Form 4 provides for a complete record of all dealings with the cus- 
tomer and if deerned expedient two indexes can be employed, one for 
prospects and the other for customers, and the cards moved from the 
prospective section to the customers’ section when an order is received. 
To elucidate the system, let us assume that the first letter has been 
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received and answered. The principal marks the date for follow-up on 
the incoming letter which he places in a letter basket reserved for follow-up 
letters. Form 4 is originated and the name and address of prospect 
written on a separate 5” x 3” card. Our American friends have christ- 
ened the second card “ Tickler Card,” as it is intended to “ tickle ” the 
memory, t.e., to call to mind when the prospect should be followed up. 
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CUSTOMERS’ RECORDS 
FORM 4—~-Back 


The “tickler”’ is really a perpetual date index consisting of a set of 
guide cards with tabs printed for the months of the year, sub-divided 
by guides for the days of the month. The “tickler ” cards are dropped 
in the index under the date for further attention. All the cards for 
treatment on a certain date are turned up by the “ tickler”’ upon that 
date, and reference is again made to form 4 and the next letter sent. 
If, in the meantime, a reply or an order has been received a record of 
this will have been made on form 4, and its purport determines the nature 
of the communication to be made. 

Upon reference to the illustration, it will be observed that the record 
card is ruled with a column headed “T.” The follow-up date under 
which the “ tickler ” card is filed is noted in this column so that it can be 
located and removed or filed ahead as soon as a reply is received. 

A complete customers’ record and follow-up system as described in 
the foregoing paragraphs may be too cumbersome for many small traders. 
In such cases an additional carbon copy of reply, on paper of distinctive 
colour, can be filed in a “‘ tickler” index of convenient size. An actual 
copy of the letter sent will in most cases bring to mind all the circum- 
stances and render reference to previous correspondence unnecessary. 
When replies have been made by form letters, the original inquiry may 
be used as a “ tickler ” and a record kept of the names of inquirers and the 
dates under which the letters are indexed. 
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Signals are extensively employed to indicate when a particular card 
or loose-leaf form requires attention. Numbers to represent the days 
of the month are printed on the edge of the forms and the signals are 
fixed over the appropriate dates. Thus, all forms for treatment on a 
certain date bear signals in alignment and can be readily discerned. The 
writer’s experience, however, has been that signals are either too difficult 
to attach to the forms, or they are so loose that they drop off. 


Circularising from Directories 

When it is decided to support the Press advertising by a circularising 
campaign, the records of form letters sent can be made to interlock with 
the individual follow-up system. It will not be economical to issue 
form 4 for every name addressed from a directory or selected list, and the 
following method deserves consideration. 

For the sake of illustration it is presumed that three letters are to be 
sent to each prospect ; we will call these letters A, B, and C. The names 
and addresses of the firms are written on 5” X 3” cards, and when letter A 
is sent the cards are impressed with a rubber stamp to indicate the fact, 
and placed in a card drawer before a guide card with tab marked “A,” 
and suitably printed to record the quantity of letters posted and the 
number of replies received. The.quantity of replies are noted daily 
on the guide card and the inquirers’ cards removed from the drawer 
and form 4 originated for each. The original prospect card then becomes 
the “ tickler,”” and is used in the manner previously explained. 

At the expiration of a pre-determined period, letter B is sent to the 
names on the cards remaining before “A” guide, the cards stamped B, 
and removed from front of letter ‘ A ” guide to the front of a similar 
one for letter “ B.” 

The cards which secure no replies eventually pass from the front of 
a guide for letter C into a passive index. The guide cards show the 
“ pulling power ” of each letter. 


Travellers’ Records 

Travellers’ reports of calls serve two purposes. Primarily, they are 
intended for the information of the Sales Department, but when the 
representatives are paid wholly or partly by commission, the calling 
slips also direct the payments of commission. The possible volume of 
business must be estimated when fixing terms, and an incentive given 
to secure new trade. Outdoor salesmen should be encouraged and 
assisted in every way practicable, and disputes regarding commissions 
avoided by the installation of an efficient system of records. The work 
of the travellers can be easily regulated when each is allotted a definite 
territory. Below is described a model system for town travellers suitable 
alike for large and small concerns. 
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~ Two forms are issued for each customer, see No.5 and 6. The former 
is used by the traveller to report calls and the latter is the office record. 
At the beginning, all forms No. 5 for a particular ground are given to the 
traveller on that route for sorting into rotation of call; all the slips are 


Name , Salesman ; 
Address Territory No. 

_ Business Buys ; i 
Source Man to See 





Report | Am’t of Order. 











TRAVELLER’S REPORT FORM 
Form 5 


then returned to the office and a suitable portion handed to the salesman 
for attention. Result of call and date to call again are reported on the 
forms each day, and filed by office in a loose-leaf binder under date of 
next call to be made. 

Form No. 6 is indexed alphabetically under the customer’s name, each 
district separately, and never leaves the office. The dates of calls reported 
on form 5 are noted on form 6 as well as the dates on which No. 5 is given 


Name Territory No. 


Address 
“cated | To cal: Goen || cated |o cat | Given | Called | To Call ibe Called | To Call patti Called SS ors ig 
ut 
| 


Aona n 
OFFICE RECORD OF ia CALLS 
Form 6 


Called | To Call 





























we 
SS ————— A  — ANT 


out and the dates to call again. Thus form No. 6 shows who is in 
possession of form 5 and records the last call made. 
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Commission is paid to the traveller on all orders received from his 
territory provided the records show that he has called within an arranged 
period, say three months of the date of the order. 

The scheme outlined requires some modification for the control of 
country travellers. Reporis should be sent in daily for every call made, 
with notification of address for next day and the day following. A list 
of calls for each journey should be prepared in advance and the separate 
reports filed in the customers’ file after attention. When a complete 
customers’ record is maintained a digest of important reports is recorded 
on form No. 4. 

Each traveller should be furnished with an order book. Sometimes 
these books are made with triplicate sheets, one copy for customer, 
one copy for traveller, and the other for the office. The customer may 
be asked to sign the forms when no other official order is given. 


Sales Orders and Invoicing 
The practice of executing orders directly from the customer’s official 
instructions is to be deprecated. Upon reflection we shall see that 
when this plan is adopted there is no check against the loss of order and 
no assurance that all goods despatched are charged to the customer. 
In the special May supplement of BUSINESS ORGANISATION AND MANAGE- 
MENT the writer dealt briefly with the loose-leaf system as applied to the 
issue of orders and invoices, but for the guidance of the reader who is 
not conversant with this admirable method we give below two concrete 
examples. The details of the schemes outlined in the following paragraphs 
can be modified to meet the particular requirements of the trader. 
Case 1. The office is adjacent to the warehouse and standard goods are 


supplied ex stock. Part deliveries are frequent. The average number of items 
on each order 18 six. 


Order Register. As soon as an order is received the name of the 
customer is entered in a consecutive order register which allots a dis- 
tinguishing order number to each order. When the order is executed 
the invoice-number and date completed are noted against the original 
entry, and orders not so marked are deemed to be unexecuted and 
investigation made from time to time to ensure that all goods despatched 
are properly charged. The lines of the register are printed 00 to 49 
on the left-hand pages, and 50-99 on the right-hand pages, thus each 
opening of the book provides for the registration of 100 orders. The 
pages are numbered in folios like a ledger and the order numbers consist 
of the page number and the line number, for instance, the order entered 
on line number 99 of folio 20 is given the number 2099. 

The order number is stamped on the customer’s original order and 
also upon all forms pertaining to it. 
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Order Forms. When the order has been registered in the above 
Manner, the details are copied upon duplicate forms, one copy for office 
use and the other for despatch department., The back of office copy is 
printed to record the invoicing of part deliveries and the back of despatch 
copy for entries of goods sent. Both forms are headed with the Order No. 

The office copies are filed in an Unexecuted Order binder alphabetically 
under the customers’ names until the orders are completed. 

Despatch Orders are sent to the warehouse for execution. 

As soon as a part delivery is made the particulars are entered on the 
back of the Despatch Order which is returned to office for invoicing. 
The invoice number is recorded on back of the office copy and the Des- 
patch Order is sent back to the Despatch Department for attention to the 
remainder of order. Upon completion of order the entries on the back of 
the two forms are compared and the total of the invoice column on the 
back of the office copy is checked against the total amount of order as 
shown on face of form. The completed copies are disposed of as follows— 

Office copies are removed from the Unexecuted Order binder and filed 
in alphabetical order in an Executed Order binder, thus clearing the 
former of all finished work. 

Despatch Orders are filed in numerical order under Order No. to form 
a cross reference to the alphabetically arranged office copies. 

Invoicing. Each time the Despatch Order is returned to office notify- 
ing that a part delivery has been made, an invoice is issued for the goods 
delivered. Invoices in duplicate are put up in pads, numbered in advance, 
and the carbon copies are filed in a loose-leaf binder in numerical order. 
This method renders unnecessary the usual day book as the totals of 
each invoice are entered in an Invoice Summary to give the sum of sales 
to credit to the Sales Account. The invoice summary can be ruled for 
analysis of sales, or it may take the form of a Register of Sales and Costs 
when the product is specially made and a costing system isin use. Ledger 
postings are made direct from the Invoice copy. 

It is understood that additional copies of an order can be made at 
the same writing. An extra copy may be required for customer to serve 
as an acknowledgment, or a Factory Order may be necessary for the 
production of special lines. 

Case 2. The office is situated in the City of London and the warehouse in 


Manchester. Orders are received and invoiced by the office but executed by 
the warehouse. Part deliveries are not frequent. 


A similar Order Register is employed as in Case 1. Invoice, Day 
Book copy and Despatch Order are written at one operation. The 
Invoice and Day Book copies are filed together in numerical order in an 
Unexecuted Order binder and the Despatch Order is posted to 
Manchester. ` 
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Adwce Notes. The warehouse is furnished with pads of numbered 
triplicate forms— 
Ist copy, perforated to tear. Advice to customer. 
2nd copy, > p Advice to London. 
3rd copy, secure in book. Manchester copy. 


When the goods are despatched, the warehouse sends the first copy 
to customer and the second copy to London. Upon receipt of advice the 
office removes the Invoice and Day Book copies from the Unexecuted 
Order binder, checks the advice against Invoice, dates both Day Book 
copy and invoice, and posts the latter to the customer. The Day Book 
copy is placed in a loose-leaf binder under date of invoice and given 
a rotation number as filed; rotation number is entered in the Order 
Register and also marked on the Advice Note. The Advice Note is 
filed under its own number in a separate binder. 

An Invoice Summary is used as in Case 1. The customers’ original 
orders are preserved for reference in the regular filing system. 


(To be continued.) 
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Birmingham Business Efficiency Exhibition 


TE gratifying success of the Birmingham Business Efficiency Exhibition, 
which was held in the Bingley Hall from the 9th to the 18th of last month. 
calls attention not only to the praiseworthy enterprise of the Birmingham 
Chamber of Commerce, with its 3,500 members, but also emphasises the healthy 
progressive spirit which animates the business minds of the Midlands. 

In declaring the Exhibition open, the Lord Mayor (Alderman W. A. Cadbury) 
emphasised the fact that firms must spend money if they wished to obtain the 
best results. The day was long past when dirty and l-ventilated factories— 
although they might be cheap—were regarded as compatible with efficiency, and 
it was recognised that tedious drudgery was not productive of the best results. 
There was no finality in business, and part of its romance was the fact that traders 
had constantly to be looking forward. In the Exhibition they would find many 
things which would add to the efficiency of their businesses, and he congratulated 
the Chamber of Commerce upon the part which they had taken in the matter. 

The exhibits included a remarkably varied and representative collection of all 
the modern time and labour-saving systems and devices which have revolutionised 
factory and office routine during the past few years. It is only at such exhibi- 
tions as these that the ordinary business man can realise how far the business 
world generally has travelled away from the chaotic rule-of-thumb methods of 
the past in the direction of efficient and scientific organisation. True, much 
remains to be done before ideal conditions are approached ; but, nevertheless, 
it 1s idle to deny that astonishing progress has been made in recent years. Many 
of the most effective devices could be seen in actual operation, and considerable 
public interest was also taken in the typewriter high-speed demonstrations of 
Miss Millicent Woodward on a “ Royal” Standard machine. Modern methods 
of transport and the new ideas in eles on exhibition also attractéd a good 
deal of notice. It is certain that few of the wideawake business men of the Mid- 
lands who visited the show could have come away without having acquired a 
store of useful knowledge for the future, even ıf they did not ummediately yields 
to the blandishments of the salesmen 
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“ Directors are bound to use fair and reasonable diligence in the management of their 
Company's affairs.” 


Notes for the Company Secretary 


By ALBERT CREW, Barrister-al-Law ; Author of ‘ Company Law 
for Commercial Students and Business Men” 


IV —The Powers of Directors of Linited Companies 


Directors are Primarily Agents of a Company and, 


Secondarily, Managers of a Trading Concern 


Woo is the position of the directors of a public company ? They 
are merely agents of the company. The company itself cannot 
act in its own person, for it has no person ; it can only act through 
directors. [Ferguson v. Wilson (1867), 2 Ch. (at p. 89).] Hence the 

law of principal and agent obtains (e.g., a director who accepts a secret 
‘commission would be liable to the penalties of the Prevention of Cor- 
ruptions Acts, 1906 and 1916). Directors are really commercial men 
managing a trading concern for the benefit of themselves and of all 
the other shareholders. They are bound to use fair and reasonable 
diligence in the management of their company’s affairs, and to act 
honestly. [In re Forest of Dean Mining Co. (1879), 10 C.D. (at p. 452).] 


The Source of the Authority of Directors 


A company, being an artificial person, can only act through agents ; 
and the control of companies is almost always placed in the hands of 
directors, which indicates that their primary duties are to direct rather 
than to manage the business of the company, the latter function being 
performed by managers, though it may be performed by directors or 
more usually by managing directors. The company, then, is the source 
of the authority of the directors, and the powers and duties usually 
delegated to them follow in principle Clause 71 of Table A, which pro- 
vides that the directors may exercise all the powers of a company, not 
by the articles or by statute, required to be exercised by the company 
in general meeting. When a company has delegated its powers and 
duties to directors, and there is a deadlock which prevents them ful- 
filling their duties, the company can then act. [Barron v. Potter (1914), 
1 Ch. 895.] Their powers may be express or implied. Powers are 
expressly conferred upon directors by the Companies ‘Acts of 1908 to 
1917, the memorandum of association and articles of association, or 
by resolutions passed at general meetings of the company. The powers 
of directors which are not conferred upon them expressly are such as 
are necessarily implied from the nature of their office and of the 
“company. 
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The Doctrine of “ ultra vires” as Applied to Directors 


It does not necessarily follow that where powers are expressly con- 
ferred on directors of companies by articles of association, that they 
are at liberty to exercise all such powers. Articles sometimes purport 
to give to directors powers which are ultra vires the company. Then, 
too, the powers given by the articles may be larger than or inconsistent 
with the objects of the company as defined by its memorandum, or 
inconsistent with some statutory provisions. If directors exceed their 
own powers, but not the powers of a company, they, as a rule, can 
procure a ratification of their acts by the company and are protected 
by the rule in Foss & Harbottle (1843), 2 Hare 461, which prohibits, 
subject to certain limitations, mterference by the Court in purely 
domestic matters of the company. 

The ratification by the company may be by ordinary resolution ; 
but if it is desired to give the directors power in future to do acts which 
under the articles are outside their powers, a special resolution is 
necessary, for this is equivalent to an alteration of the articles. 

If, on the other hand, the act done is ultra vires of the company, and 
by such act any property of the company is parted with, then the 
directors who are parties thereto are jointly and severally liable to 
make good to the assets of the company any loss occasioned thereby ; 
and it is impossible for the directors to procure from the company, 
even with the consent of every member, a discharge from such liability 
or a ratification of the unauthorised act. It is also open to any share- 
holder, even in a minority of one, to commence legal proceedings against 
the directors in respect of such an act. [Salomons v. Laing (1849), 
12 Beav 329.] 


+ 


Directors and Contracts 


As the law of principal and agent applies as regards companics and 
its directors the following propositions may be laid down. 

1. Where directors make a contract in the name of or purporting 
to bind the company, it is the company, the principal, which is liable 
on it and not the directors; they are not personally liable thereon 
unless it appears that they undertook personal liability (e.g., by con- 
tracting in their own names or by contracting for the company with- 
out using the word “limited” as part of the name). Directors who 
act in excess of their authority (e.g., borrow money beyond the limit 
of their borrowing powers) are in some cases held liable to those with 
whom they deal on the footing that they are to be taken to warrant 
their authority. [Weeks v. Propert (1873), L.R. 8 C.P. 427.) 

2. Where the directors contract in their own names but really on 
behalf of the company, the other party to the contract can, generally? 
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on. discovering that the company is the real principal, sue the company 
on the contract. 

3. When directors enter into a contract which is within the powers 
of the company, but is beyond the powers of the directors, the com- 
pany, like any other principal, can ratify the contract. [Grant v. 
United Switchboard Railway (1889), 30 C.D. 135.]- 


Persons Dealing with a Company are Presumed to 
Know the Contents of the Memorandum and Articles 


Persons dealing with a company are deemed to have notice of such 
limitations of the powers of the directors or of the company as are 
contained in the memorandum and articles, and accordingly they can- 
not rely upon their ignorance of these limitations as a ground for 
enforcing their contracts. [Ashbury Ratlway Carriage’ Co. v. Riche 
(1875), LR. 7 H.L. 653.}. But such persons when dealing with a com- 
pany in good faith are not affected by any irregularities which may 
take place in its internal management, and of which they have no 
notice, but are entitled to assume that external acts of the company, 
are rightly done when they purport to be done in the mode in which 
they ought to be performed. Thus a lender is not bound, where bor- 
rowing requires the authority of a general meeting of the company, 
to see that such authority has been given. [Colonial] Bank of 
Australasia v. Willan (1874), 5 P.C. 417.] And Section 74 of the Com- 
panies (Consolidation) Act, 1908, provides that the acts of a director 
or manager shall be valid, notwithstanding’ any defect that may 
afterwards be discovered in his appointment or qualification. 


General Powers of Directors 


Directors are then managing agents of the company, having a duty 
to the company to carry on its ordinary business, and as such they 
may do whatever is within the scope of such business, excepting those 
things which the Companies Acts, 1908 to 1917, or the articles of associa- 
tion declare must be done by the company in general meeting. Their 
general powers may, of course, be restricted by the memorandum 
and articles of association. Subject to these limitations, the general 
powers of directors are as follows— 

1. The directors may exercise any powers of the company necessary 
for the management of the business, although not in terms conferred 
upon them, and may do what is fairly incidental to the exercise of their 
powers (¢.g., directors of a company may, without express powers, 
„Enter into a compromise on its behalf. [Baths case (1878), 8 C.D. 324.] 

2. The powers of directors can only, as a rule, be exercised by the 
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majority of directors at a board meeting duly convened and held, at 
which there is the prescribed quorum. Directors cannot think without 
meeting. They must act together as a board, and it is not sufficient 
to procure the separate authority of a sufficient number of directors 
to constitute a quorum. [Jn re Portuguese Copper Mines (1889), 42 Ch. 
167.] In the absence of specific regulations, the board must be pro- 
perly constituted. Where, therefore, the articles provide that the 
directors of the company shall not be fewer than a certain number, 
then if the directors are less than the prescribed number, they cannot 
exercise the powers of the company, even though they exceed the 
prescribed quorum. [In re Sly, Spink & Co. (1911), 2 Ch. 430.) 

3. Directors must exercise their powers in good faith for the benefit 
of the company as a whole, and not for purposes other than those for 
which they have been conferred. In exercising their powers, they are 
not bound to act with more prudence than they would use in similar 
circumstances when acting in their own behalf. If a director, in the 
exercise of his powers, commits a fraud or other wrong, he is personally 
liable in damages to the person deceived or wronged. Where a director 
exceeds his powers, he may incur personal liability both to the com- 
pany and to third persons, and the company is only bound by his acts 
to the extent of his authority. In exercising a discretionary power 
(e.g., registering transfers of shares), directors should act in good faith ; 
and if they so act, the Court will not interfere with the exercise of their 
discretion. [In re Gresham Life Association Society (1873), L.R. 
8 Ch. 446.] l 

4. Where directors do acts in excess of their own powers, but not 
of those of the company, such acts can be ratified, if ratified within a 
reasonable time ; and such ratification can be either express or implied. 
[In re Portuguese Copper Mines (supra).] But where directors act in 
excess of the powers of the company, such acts are null and void ab 
inito and are, therefore, incapable of ratification. 


A Company Cannot Override the Powers of the Directors 
when such Powers are Properly Vested in them 


“The Court decided not long since, in Automatic Self-Cleansing 
Filter Syndicate v. Cunninghame (1906), 2 Ch. 34, that even a resolu- 
tion of a numerical majority at a general meeting of the company can- 
not impose its will upon the directors when the articles have confided 
to them the control of the company’s affairs. The directors are not 
servants to obey instructions given by the shareholders as individuals ; 
they are not agents appointed by and bound to serve the shareholders 
as their principals. They are persons who may by the regulations 
be entrusted with the control of the business and, if so entrusted, they 
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can be dispossessed from that control only by the statutory majority, 
which can alter the articles. Directors are not bound to comply with 
the directions even of all the co-operators acting as individuals.” 
[Buckley, L.J., in Gramophone and Typewriter Co. v. Stanley (1908), 
2 K.B. (at p. 105).] 


The Rule of “ Foss v. Harbottle’’ as Applied to 


Directors 


The general rule of the Court is to decline to interfere in the 
internal management and administration of the company upon the 
ground that the proper tribunal to settle domestic disputes is the com- 
pany in general meeting (e.g., the Court will not restrain directors from 
acting upon the ground that there was no board in existence, or that 
their election was invalid; nor will directors be restrained from making 
or enforcing calls; nor will- it interfere upon the ground that directors 
have acted improperly, where such acts have been sanctioned by a 
general meeting of the company). Thus, in Southern Counties Deposit 
Bank v. Rider (1895), 73 L.T. 374, the judge declined to interfere, 
because a notice convening a meeting was passed at a meeting of a 
board of directors at which a quorum was not present. 

But where directors propose to make an imequitable use of their 
powers (¢.g., by fixing a particular date for holding the general meeting 
for the express purpose of preventing shareholders from voting, or by 
issuing shares for the purpose of securing a majority in their favour at a 
meeting, or by rejecting votes of qualified shares, or when the majority 
are acting fraudulently towards the minority, or when the majority 
propose to divide the assets of the company among themselves in 
exclusion of the minority), then the Court will interfere. 


When the Powers of the Directors Come to an End 


When the powers of the directors are taken away by the company, 
or there is a deadlock and the directors cannot act, their powers neces- 
sarily revert to the company in general meeting. All the powers of a 
company cease upon the making of an order to wind up the company 
or upon the appointment of liquidators in a voluntary winding up, 
except, in the latter case, in so far as the company in general meeting 
or the liquidators may sanction the continuance of such powers. 
(Section 186 of the Companies Acts, 1908 to 1917). 
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Foreign Exchange 


By L. W. Cross 


The Eastern Exchanges 


2.—India 


srs has a population of approximately 320,000,000 people of various 
castes and creeds. 

The best definition of which one can think of the financial basis of 
Indian finance is that it consists of a gold exchange standard and an 
unlimited silver legal tender currency with a convertible note issue. 
This was the theoretical position of Indian finance till February of this 
year, when the Secretary of State for India, acting on the advice of the 
majority report of the East Indian Currency and Exchange Commission, 
definitely divorced the rupee from sterling and linked it with gold. 
Up till January, 1917, the rupee was stabilised at the fixed rate of Is. 4d. 
to the pound sterling. Then the situation had become so difficult that 
exchange threatened to break away entirely. The war brought about 
a condition of affairs which absolutely compelled a departure from the 
fixed ratio of Is. 4d. At one period the currency situation became so 
acute that only the passing of the now much discussed Pittman Act 
by the U.S.A. Congress saved the position in India. In the course of 
the war the gold price of silver rose to such a figure that the intrinsic 
value of the silver contents of the rupee was greater than its currency 
value, and the Indian Government was faced with the difficulty that if 
the rupee were maintained on the Is. 4d. basis there would be wholesale 
melting of coinage for the export of its silver contents. This, with the 
other economic elements that asserted themselves during 1914-1920, 
including the large unliquidated balance of trade, ultimately forced the 
exchange value of the rupee by several stages to 2s. 4d. in January, 1920, 
and, on the issue of the decision of the Secretary of State for India to 
adopt the recommendations of the East Indian Currency Commission, 
it suddenly jumped to 2s, 9d. The chief recommendation of this Com- 
mission was to link the rupee with gold instead of with sterling. The 
immediate effect of this was, that as America was the only free market 
for gold, and the gold from the African mines could only be sold in the 
London market, the price of gold was naturally determined by the cross 
rate between New York and London, and the premium on the dollar 
determined the premium on gold. The Commission recommended, and 
the Secretary of State for India agreed, that in future the rupee should 
be equivalent to 11-3 grains fine gold, which is equivalent when sterling 
and gold are identical to 2s. per rupee. 
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Reverse Council Bills 

The Secretary of State for India also definitely decided to revert 
again to the issue of Reverse Council Bills, and the policy underlying this 
action was to endeavour to bring ‘back the rupee from its high position 
to approximately the 2s. basis. Reverse Council Bills were conse- 
quently issued ın India based on the laying-down price of gold in London, 
and similar arrangements were made to provide the same facilities through 
the Post Offices in India for remittances up to {40. The immediate 
result of this policy was that all the Indian Exchange Banks applied for 
large amounts of these Reverse Council Bills at the Government’s highly 
favourable rates and sold sterling against the funds thus provided at 
sometimes as much as 5d. below the Council Billrate. Natives and other 
speculators applied for a considerable amount of money through the 
Post Offices, and remitted the proceeds to the Eastern banks in London 
to be placed on deposit account here, and very large sums were remitted 
to London through the ordinary channels for the same purpose. In 
addition, the current trade balance of India was against her, which, 
combined with the foregoing tendencies, considerably weakened the 
exchange value of the rupee. The cumulative effect was to bring the 
market rate for the rupee down from its very high figure to as low as 
ls. 84d. towards the end of June of this year. 


The Mechanism of Government Control 

The Indian exchange is intimately linked with the movements of 
both gold and silver, and to control the Indian currency and exchange it 
became necessary for the Government to control during the war the 
movements of both silver and gold to and from that country. 

The Secretary of State decided, when he fixed the rupee at the equiv- 
alent of 11-3 grains fine gold, to allow the free import of silver into India 
and to remove the import duty of 4 annas. The free import of gold 
and the export of silver were still prohibited, and all gold that came into 
India had to be offered to the Government. A good deal of smuggling 
-of these metals took place from the adjacent island of Ceylon. Owing 
to the fact that Ceylon is under the Colonial office, and is not governed 
by the same regulations that apply to India, Ceylon was able to deal 
freely with the precious metals, and consequently there was a good deal 
of illicit trading with the Indian bazaars to obtain the very high premium 
on gold that obtained there. 

Frequent sales of gold in the Indian bazaars by the Government 
reduced the very high premium which gold commanded im the bazaars 
to approximately the London premium price, and as a consequence the 
Indian Government was able to remove, as from 12th July, 1920, the 
whole of the restrictions on the movements of the precious metals to and 
from the Indian Empire. 
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While the rupee was fixed on the basis of 10 rupees to the gold 
sovereign, the internal rate was allowed to remain at 15 rupees. The 
Secretary of State for India has now taken the inevitable course of altering 
from the 12th July, 1920, the internal rate to agree with the external 
rate, and in-future the rupee will only be exchangeable into the gold 
sovereign and vice versa on the equivalent of 10 rupees. A Bill was 
presented to the Legislative Council in September to legalise the future 
position, as currency, of the gold sovereign. Pending the passing of this 
legislation, the sovereign and half-sovereign is no longer legal tender in 
India. What form this legislation will ultimately take it is impossible 
to say, but the result will no doubt be to make these two gold coins again 
legal tender at the new internal rate of 10 and 5 rupees respectively. 

When on the 22nd June, 1920, the Secretary of State for India notified 
the various alterations that were to take, effect as from 12th July, he also 
stated that for the future the Reverse Councils would be sold on the 
basis of 1s. 1l4¢d. for immediate transfers and Is. 1143d. for deferred 
remittances. This would prima facte appear as if the Government of 
India considered that it was not now possible to maintain the rupee 
exchange on a gold basis as distinct from sterling. Apart altogether 
from this reasonable inference, it has been quite evident for some time 
that the Government could not fictitiously maintain the rupee at the 
high gold premium, in view of the condition of Indian trade and the 
practical world embargo on the movements of gold. It is now officially 
stated that the Indian Government are still intent upon working for a 
gold basis for the rupee, and that an opportunity to make this effective 
will doubtless arise when a demand again makes itself evident for the 
ordinary Council Bills. The Finance Member of the Government of 
India who made this announcement clearly indicated that the Govern- 
ment, in carrying out this policy, would be guided by their convenience 
and their general currency policy, as they were not under any legal 
obligation to fix their rates merely in the interest of the money markets 
of London and India. 


The Gold Bars 


Apart from the present interim arrangement, the currency of India 
may be said to consist of gold, silver, and paper. The gold currency 
consists of the English sovereign and half-sovereign, and the gold mohur. 
In addition there ıs a quasi currency of small gold bars weighing 5 and 
10 ounces. These gold bars are quite effective in certain classes of tran- 
sactions. They are of pure gold, and are stamped with their weight 
in Hindustani characters. They also have the “chop” or mark of the 
Eastern bank issuing them, and the name of the bullion broker by whom 
they were manufactured. The bars are beautifully made and polished, 
and are exported wrapped in tissue paper. The bars are in considerable 
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demand, but with the usual conservative character of the Asiatic, it is 
very difficult to circulate bars that do not bear the chop of a well-known 
Eastern bank, such as the National Bank of India, the Mercantile Bank 
of India, or the Chartered Bank of India. 


The Rupee 


The unit of the silver currency is the rupee, and this is sub-divided 
into half, quarter, and one-eighth of a rupee or the two anna piece. 
There are also bronze coins known as “pie.” The rupee weighs 180 
grains, and contains 165 grains of fine silver, and is therefore +} fine. 
It is also the standard of weight in India, and as such is called a “tola.” 
The paper currency is convertible into rupees on demand. It is a little 
unusual in form, as the country, for this purpose, is divided into districts 
called “circles,” and the issue for any particular circle can only be 
redeemed in coin at the Treasury Office of that circle, with the excep- 
tion of certain denominations of the paper currency, called universal 
currency notes, which can be presented and paid in coin at any other 
circle offices. The ordinary circle notes are only legal tender within 
their circle, but the universal notes are legal tender throughout the 
Empire. When the rupee note was first issued it was redeemable in 
silver only, but now the reserve is held in both metals. The currency 
circle offices are at Calcutta, Bombay, Madras, Cawnpore, Karachi, 
Lucknow, and Lahore. The silver rupee has a hold upon the imagination 
of the Indian native to such an extent that it would be very difficult, in 
fact fatal to the commercial and economic structure of Indian trade, to 
attempt to alter in any way either the fineness of the coin or its weight. 
The rupee is coming into use in districts outside of India owing to its 
convertibility and the fact of its steady value. It is, of course, looking 
a little ahead, but owing to the growing use of the rupee in countries 
outside of the Indian Empire the time may come when the rupee will 
hold the field in Eastern currency that the Mexican dollar has hitherto. 


The Government Reserves 


The Government maintain two distinct reserves, and experts in 
Eastern exchange watch the alterations in these reserves with great care. 
One is the Paper Currency Reserve, which is the metallic basis of the 
Indian paper currency, and the other is the Gold Standard Reserve, 
which is the reserve created by the Government of India for stabilising 
the rupee at its fixed value. All profits that are made on Indian coinage 
and on Government operations by Council Bills and Telegraph Transfers, 
or the Reverse Councils, are credited to the Gold Standard Reserve 
Account, and if at any time it becomes necessary to support the exchange, 
the loss, if any, that arises from the operations is debited against this 
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account. We have just recently had an illustration of the use of this 
reserve, when the effort of the Indian Government to bring the exchange 
to a gold basis resulted in a loss of about £7,000,000 sterling. It is not 
possible here to go into the merits and demerits of such a scheme, but 
the facts are as stated. 

The future of Indian finance seems to be definitely linked with gold, 
though silver will for a very long time command a definite if not a fore- 
most, place in its economy, especially in the bazaars. For India to 
become entirely a gold standard country it would be necessary for the 
Government to go one step further than they have done, and make the 
rupee convertible at any time-into its gold equivalent and vice versa— 
though whether this is feasible in view of all the circumstances is a 
question of some delicacy. 

There is little doubt that so far as the Indian exchange is concerned 
London must be its chief centre even if New York succeeded in gaining 
control of the other Eastern exchanges. India is linked by interests 
as well as by political association with.the British Empire, and the 
consequence is that her finances must radiate around the financial centre 
of the Empire, if not of the world, London. 

It is a little difficult to say whether the scheme of the Government 
to stabilise the rupee is likely to be permanent. The present circum- 
stances are very unusual. Eastern trade is not normal for many reasons, 
and it remains to be seen whether the rupee is to be linked permanently 
on the basis of 11-3 grains of fine gold or whether another change will 
have to be made. When trade is again normal and the various controls 
that are exercised on the other side are removed, it will then be clearer 
how far and how effective the exchange situation is likely to be. 


Government and Exchange Operations 

The trade between England and India is as a general rule in favour 
of India, and this often necessitates settling the differences by the move- 
ment of specie. On the other hand, the Indian Government has to make 
payments for its home charges in sterling, and provides for this by 
selling Telegraphic Transfers (called ‘‘ T.T.”’) and Council Bills in London 
against its rupee balances in India at approximately the laying-down 
price of gold in India. These Council Bills are readily taken up by 
the Indian Exchange Banks and others to provide themselves with funds, 
when export bills are not of sufficient volume to provide their needs, or 
when the cost of shipping bullion is greater. This method of the Indian 
Government for covering their horne charges is an advantage to the 
London market, but the policy of the Government is only to cover its 
home charges and not to enter into exchange operations unless it be 
necessary to do so to prevent the rupee breaking away seriously from the 
standard value. The reverse operation may take place if at any time the 
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trade with India is favourable to Great Britain, or if it be necessary to 
correct any violent upward movement of the value of the rupee. The 
policy of the Indian Government in this connection has been very wisely 
carried out, and it is undoubtedly of great benefit to Indian export and 
import trade that its finance should be stabilised in this way. 

The export trade of India is largely agricultural, the size and value 
of which is entirely contingent upon the results of the monsoon. The 
development of the monsoon is watched with grave concern, not only 
by that vast population to whom it may mean either plenty or famine, 
but by bankers and merchants throughout the world. Its importance 
cannot be exaggerated. 

The chief agricultural products of India are wheat, cotton, tea, jute, 
and seeds, and what industrial enterprises there are cater for home con- 
sumption. Her imports consist mainly of materials for the development 
of her railways, textile machinery, and Manchester goods. The bulk 
of the trade is carried on with Europe, but during the war a large business 
grew up with America, which may or may not continue at that standard, 
but the U.S.A. are still doing a large trade with India, especially in motor. 
cars. There is one crop which India has almost entirely monopolised, 
and that is jute, and the early crop of this commodity is so much finer 
than the subsequent ones that it commands a market under almost any 
circumstances. 


Remarkable War Development and Its Effects 


One of the most remarkable developments in Eastern life due to the 
war is that all Eastern countries, particularly Japan and India have been 
enriched to an extent and have made progress on wide lines hitherto 
unthought of. The evidence of this is seen in the demand for luxuries, 
and in India in her demand for gold. Apart from this, however, the 
native is now preferring wheat instead of rice, whereas in the past the 
fact that the native was able to live on rice to such a large extent made 
his labour very cheap indeed, but now that he is choosing wheat and 
forsaking rice, his labour must inevitably be much more expensive, thus 
raising the cost of production of the article upon which he is working, 
and at the same time absorbing a commodity which is absolutely essential 
for the maintenance of the health and strength of Western civilisation. 
This fact has a significance much wider than the mere change of taste, 
and it is going to exercise an influence upon the cost of living in the 
Western hemisphere, which is not so remote from our industrial interests 
as may be thought. Where India has hitherto exported a large amount 
of wheat she has now to retain this for the maintenance of her population, 
and the care of the Indian Government for the native is such that if the 
latter is in need of this wheat they will, and are at the moment prohibiting 
its export, thus cutting off an important source of supply upon which 


Ill 6—1 81 





Business * Organisation -and * Management 





Europe used to calculate. If such a violent change as this should become 
general throughout the Far East, it would mean that Europe would have 
to grow a larger amount of wheat herself or develop new sources of 
supply. The significance of a small development like this is often over- 
looked by those whose interests are most affected—the merchant and 
the banker. Altogether apart from the question of production, it indi- 
cates a higher standard of living, and therefore a demand for higher 
wages ; higher wages mean larger currency, and larger currency means 
greater demand for the precious metals, and the importance of a strong 
demand for the precious metals cannot be over-estimated. i 

Under British rule the Government of India has become more paternal 
than perhaps might be considered wise for the development of any other 
great people, but considering the somewhat cosmopolitan character of 
the different religious denominations and the heterogeneous make-up 
of the different races, it has become a necessity that the Government 
should be upon a different footing to that of an Asiatic country like 
Japan, and the results of this policy are reflected in the general financial, 
currency and exchange status of the Indian Empire. 





To Capture Over-seas Trade | 


Unique Opportunity for British Manufacturers 


AN attractive brochure has been issued by the Department of Over-seas Trade 
relative to the Dominions Touring Exhibition, which is being organised by the 
Department to visit South Africa, New Zealand, Australia, and Canada, with the 
direct object of fostering and developing trade with the Dominions This Exhibi- 
tion will afford manufacturers and merchants a unique opportunity of bringing 
their goods to the notice of buyers in all parts of the Empire on exceptionally 
favourable terms The Dominions Governments are offering every facility by 
providing exhibition halls, and arranging reduced fares, freights, etc., and the 
active co-operation of His Majesty’s Trade Commussioners 1s also promised. The 
Department rightly point out that trading with the Dominions does not present 
the difficulties experienced in trading with foreign markets, such as the varied rate 
of exchange, the language, the differing terms of payment, granting of credits, etc. 
Another important pomt emphasised is that it ıs understood from the Inland 
Revenue authorities that the cost of participating in the tour will be regarded as 
advertising expenses in the calculation of EPD. The tour will leave England 
early next year, and will travel for about two years It is not merely an exhibition 
of samples ; orders may be taken on the spot for transmission to England Another 
noteworthy feature is the facilities afforded for the use of the film as an aid to selling 
demonstrations, the Department having arranged for a demonstration kinema lorry 
and a number of portable projectors to accompany the tour. It 18 significantly 
pointed out that the present great demand in home orders may soon cease—a fact 
of which there is abundant evidence—and the Empire overseas offers a market for 
products which may be in decreasing demand at home. Further particulars and 
application forms may be obtained direct of the Secretary, Dominions Touring 
Exhibition, Department of Overseas Trade, 35 Old Queen Street, S.W.1. 
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The value of the Progress Department's records, and the tmportant influence they 
may have upon the management, are clearly indicated by Mr. Hiscoz. 





- Value of P rogress Records 


Wine J. Hiscox 


T statistical side of the progress department has received much 
attention of late, for the value of records compiled from authentic 
sources has come to be appreciated. A vast amount of valuable informa- 
tion, which in the past has been allowed to go astray, is now set upon 
permanent records, and as a result many seemingly inexplicable occur- 
rences have been satisfactorily explained. Thus it is that the records 
compiled in the progress department are looked upon as valuable data 
and the development of this side of the department’s activities has been 
(and is being) encouraged to perhaps a greater extent than any other 
branch. 

It is right that every encouragement should be given here, but it 
must be borne in mind that the development of every branch of the 
department’s activities must be proportionate, and as records are com- 
piled from “information derived,” it is essential that the information 
derived is reliable. Assuming that the department is efficient in all 
branches, however, the records are such as will give the whole and com- 
plete history of every order—of every detail in connection with every 
order. Further, the records are contemporary with the job, so that the 
history is.complete to the hour it is called for. l 

This latter aspect has been dealt with before, for that is part and 
parcel of the, active progress organisation, and its value is well under- 
stood. This article is written with a view to setting forth the value of 
the statistics when completed, and the effect these have upon the policy 
of the management. The charts, graphs, tables and the like give the 
bald facts, but details obviously cannot be shown. The chart may show 
that, whereas the estimated output by a certain date is 200, the actual 
output figure is 130, but it does not give the reason. Some ingenious 
charts go further, and show the very department which is responsible 
for the trouble, but even here full details are necessarily lacking, and 


other records must be consulted in order to arrive at the true state of 
affairs. 


Getting to the Root of the Trouble 


Because the figures of the main output chart point against a certain 
department, it does not follow that this department is wholly and solely 
to blame, and so the whole question must be probed in order to arrive at 
a satisfactory conclusion. The record, however, is not compiled merely 
to clear a department of charges brought against it, but to show the real 
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root of the trouble, so that the necessary steps may be taken to prevent a 
recurrence. " . 

When an order is received in the progress department the fact is duly 
recorded, and this first record is of vital importance. In the first place 
it gives the quantity of pieces on order, the type of apparatus, the time 
necessary for the issue of working instructions, and the delivery date. 
Subsequently additions are made to the record, and the progress man 
can inform the management at any time: (1) The number of orders 
received during any given period, (2) The number of any specific type 
or size of unit for which orders have been received, (3) The percentage 
of delay in the issue of working instructions during any given period 
and (4) The variation (if any) m the delivery dates for a similar class of 
unit. 

Further than this, the progress man can state precisely, at any time, 
the total number of orders for which working instructions have not been 
issued, the total number of orders actually in progress, and what type or 
size of unit they cover. All this information is derived from a record, 
the compiling of which occupies but a few minutes daily. 

The records bearing upon any one specific order may take the form of 
progress sheets or history cards. To take the last named first, this gives 
in an abbreviated form, particulars of everything of importance, which 
are likely to have an effect upon delivery. The history card, bearing 
the order number, will record substantially the particulars given above, 
and to these particulars others are added as time goes on. So from 
the history card one may learn that the order, covering a certain type of 
unit, was received in the progress department on 17th July, that the 
working instructions were due on 24th July, but were not actually 
received until 27th July; that the delivery date was 21st August, but 
that the order was not actually cleared until 3lst August, whilst it may 
also show a revised delivery date, e.g., 28th August, which was not 
adhered to. 


Why Delays in Delivery Occur 


The history card now must show why it was necessary to revise the 
delivery date, and also why it was that the revised date could not be 
met. When once a delivery date is given, this cannot be extended 
without very good reason, and it is assumed that the original date, viz. 
2ist August, was given on the authority of the progress department, or 
taken from a delivery schedule for which the progress department 
admitted responsibility. This being so, the date could not be altered 
with impunity, and the onus there is upon the progress department to 
show cause why the date could not be met. From our history card we 
may elicit the following information. 

The failure of the Drawing office (or the Rate Fixing Department— 
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whichever was responsible) to issue working instructions to time 
materially affected the planned arrangements of the progress man, and 
although only two days’ delay was occasioned, it was necessary to put 
the delivery date back one week. The commercial department was 
notified accordingly, and the revised date accepted in lieu of the original 
date. On 28th July, the progress department instructions in regard to 
dates, etc., were issued to the shops, and the next entry on the history 
card, dated 21st August, shows that an enquiry regarding delivery had 
been received from the commercial department, and that a reply had 
been sent to the effect that the revised delivery date, viz., 28th August, 
would be adhered to. Up to this time there was no entry upon the card 
bearing on the progress of the parts through the shops, so it was assumed 
that satisfactory progress was being maintained. On 26th August 
however, (two days before the revised delivery date) it is recorded that 
the unit has failed on test, necessitating its return to the shops. This 
meant that the delivery date could not possibly be met, and so the 
commercial department was advised and a new date (3lst August) 
given. These facts were duly recorded, and the last entry showed that 
the unit actually left the factory on 3lst August, the last date given. 


Uses of the Progress Sheet 


The progress sheet is an even more comprehensive record, as from the 
time the order is placed in the shops, until the last detail has passed 
through the Dispatch Department, every incident of note ts published. 
The troubles experienced in this department and that department are 
clearly set forth, and the time taken on any specific detail in any section 
will (if excessive) be recorded. Thus it can be seen at a glance that a 
certain casting, due to the machine shop by a certain date, arrived 
there ten days later, and that as a consequence a certain part of the unit 
was delayed, this affecting the final delivery date. Also another detail, 
ordered from an outside firm, and promised for delivery by 12th August, 
was not received until 20th August—that the part was urged on 13th 
August and again on 17th August, and that the firm had replied, giving 
the reason of delay and offering a revised delivery date. 

Any lapse on the part of the progress man is also shown, for it must 
be remembered that only true statements can be recorded, seeing that, 
in the event of an enquiry, any item is liable to be challenged by inter- 
ested parties. Each statement must be borne out by documentary 
evidence, and woe betide any progress man who cannot support what he 
has recorded. If a delay has been occasioned by a congestion of work 
in a certain section, this is shown upon the progress sheet, but the fact 
that a delay has occurred, for which no explanation is forthcoming, 
suggests that the progress man is at fault, and action is taken 
accordingly. 
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From the progress sheet many valuable condensed reports may’ be 
compiled, and amongst these may be mentioned the monthly delivery 
analysis in connection with orders for specific customers. This, in the 
first instance, is derived from the record first mentioned in this article, 
and is supplemented by the particulars given upon the progress sheet. 
Thus the works manager may know that 60 per cent. of the orders 
were delivered to time, and that certain percentages were one, two or 
three days late. He also knows that 5 per cent. were over one week 
late, and that 5 per cent. represented two customers’ orders. Naturally 
he desires to know why these orders were late, and the detailed informa- 
tion is readily furnished by a perusal of the progress sheet. 


The Detail Progress Chart and Progress Record Cards 


The records so far referred to are used principally in the factory 
which deals with orders for parts manufactured for specific customers, 
but in the repetition factory the progress records are no less valuable. 
One important record here is the Detail Progress Chart, which shows at 
a glance the total amount of raw material received for each and every 
part, what proportion of that material has been put into process, and 
the amount of material yet available. This chart is compiled from 
delivery notes, and is amended daily. 

In the factory it is essential that the whereabouts of any batch of 
components is known at any time, and this is possible by the use of 
progress record cards, whilst in order to keep each section fully 
employed, the amount of work expected into any one section should be 
ascertainable. For example, the foreman of the Drilling Section knows 
what is already in his section, how much of that work is actually in hand, 
and how long he can carry on without further work arriving. Being 
a far-seeing man, however, he desires to know what are the prospects 
three or four weeks ahead, and so he solicits the aid of the progress man. 

The information he desires is readily available, for in the progress 
office are tables showing (1) The total number of orders undergoing 
process in the section immediately preceding the drilling, t.e., 200 
articles to a certain drawing now turning—200 to another drawing now 
miling—both lots to come to the Drilling Section for the next process. 
(2) The total number of orders which are two operations away (e.g., 
now turning, to be milled and then drilled). (3) The total number of orders 
three operations away, and so on. The Drilling foreman can thus see 
what he will get, and can make arrangements necessary. 

Records showing the amount of scrap are in many instances com- 
piled by the progress man, from individual imspectors’ reports, and 
these show (1) The name of the part; (2) The section or department 
responsible; (3) The individual responsible; (4) The steps taken to 
prevent a recurrence, etc. It is possible by these records to determine 
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to some extent the value of the foreman as a department manager and 
the value of the operator as a workman, as obviously an abnormal 
amount of scrapped work must reflect upon the capabilities of both 
the foreman and the operator. The progress department, of course, 
does not thus determine. It merely produces evidence of a strictly 
impartial character. 

The records of the progress department have an important influence 
upon the policy of the management. The compilation of delivery 
schedules is governed very largely by these records, for they show whether 
or no it be possible to deliver a certain class of apparatus in a certain ` 
time. The progress sheet, in particular, is a true index of the conditions 
prevailing in the shop, and these conditions materially affect deliveries. 
The progress record tells the management whether the shop be crowded 
or slack—if orders can be taken on a long or a short delivery—the particu- 
lar type or size of unit to accept or reject—and many other things of a 
like character. 

It is invaluable at a foreman’s conference ; when the works manager 
gathers his foremen together to consider ways and means, to discuss 
the work already in the shops, and the class of work which is wanted in 
the shops. Without the progress record the conference achieves but 
little, but with it it is possible to arrive at a decision. Thus it is that 
progress statistics must be developed, and when this is the case it will 
be found that the works manager is freed from harassing detail, and yet 
is in closer touch with the shops than before. . 
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_ Things that Matter in Accounts 


By W. REGINALD BRAY. 


A FEW words of detail are very often essential in the preparation of 
Accounts which are set out below and will be found useful to the 
head book-keeper. 

Don’t insert the words or their abbreviation, viz, “ Dr,” and “Cr.” 
above the headings “ Liabilities ” and “ Assets”? respectively—after all 
the Balance Sheet is enly a statement. 

Always start the “ Profit and Loss Account” on the face of the Balance 
Sheet with last time’s figure so that it can be followed with the figure as 
shown in the last (issued) account, with a dividing line showing the 
profit unappropriated at the end of the last financial year, to which is 
then added the year’s profit (or in the case of loss, deducted) less interim 
dividends paid (if any) and extending the final figure. 


Thus— 
Balance per last Account . £3,402 
, Less Final Dividend of — % paid 14th Jan. 1920 . è 400 
3,002 
Balance unappropriaied as at 31st December, 1919. 
Add Profit six months to 30th June, 1920 . š 800 





3,802 
Less Interim dividend of —% paid 28th March, 1920 200 





£3802 


CREDITORS. Show these separately, t.e., as between Goods and 
Expenses. 

Bitts PAYABLE. These should be distinguished as between accept- 
ances on account of goods supplied or money advanced. 

UNCLAIMED DrvipENDs should also be shown-separately, and where a 
Dividend Account is opened with Bankers the outstanding dividends 
should be shown as liabilities and the same amount added to Cash at 
Bank. 

CASH AT BANK AND IN DEPOSIT OR IN HAND, WITH AGENTS AND 
TRAVELLERS. This should all be shown in detail if coming under any of 
the above heads. 

RESERVE FOR Bap DEBTS AND Discounts deducted from Debtors 
are items of importance to detail instead of showing Debtors NET. 

LOANS AND INTEREST ACCRUED whether in the nature of Debtors or 
Creditors should not be included therein but shown as a separate item. 

GOVERNMENT INVESTMENTS should be shown as apart from Trade 
Investments and a note should be inserted as to their Market Value at 
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the date of the Accounts and also as to whether they have been allocated 
to Creditors as security, collateral or otherwise for advances. 

STock in the Balance Sheet should be so set out that one can easily 
reconcile it with the Stock in the Trading Account. 

Thus Stock in the Balance Sheet may be £2,000 but in the Trading 
Account only £1,000, the difference of £1,000 being deducted from the 
Purchases as detailed in the Trading Account; in other words always 
show the figure in respect of manufactured Stock. 

Excess Prorits Duty RESERVE. This Reserve should always be 
clearly shown as to how it is arrived at. 

There may be various circumstances which alter the setting out of 
this item and the following instances may occur but the detail should 
always be given : 

(1) The ordinary reserve somewhere in the region of the amount 
computed as being the liability but perhaps not agreed. 

(2) An agreed assessment unpaid in respect of the previous year plus 
the amount to be reserved out of the current year’s profits—these should 
be detailed. 

(3) The amount required for the current year’s reserve was, say, 
£1,000, in the previous year the reserve was {900 but only £550 was 
assessed finally. The Debit to Profit and Loss for the current year in 
respect of E. P. D. will be {650 while the Balance will show a reserve of 
£1,000 as required, worded as follows— 

Amount over provided in respect of Seen Period ended 
3ist December, 1918 . £350 
Reserved out of Profits this year. i : . 850 £1000 

It is also very necessary to havé the fullest details with regard to this 
account and the date when the Duty was actually assessed, this being 
the confirmation of E. P. D. becoming an Actruat liability and essential 
in arriving at the Capital employed in the business for E. P. D. purposes. 

Thus for a firm whose financial year ended on the 30th June, 1920, 
and who were assessed on the 28th February, 1920, for E. P. D. (£500) in 
respect of the Accounting Period ended 30th June, 1919, there would be 
deducted from the Assets in arriving at the Capital employed in the 
business one third of £500, as it has been proved that for four months 
there was an ascertained liability of £500. 

OUTLAY ON CAPITAL EXPENDITURE. Sales in connection therewith 
and amounts written off for Depreciation should be shown in detail and 
for the purpose of abridged accounts the following analysis summary 
will show how the figure, where there are numerous accounts of a Capital 
nature, 1S arrived at. 

Presuming therefore that Fixed Plant and Machinery stood at £1,000 
the outlay during the year amounted to £100—Sales of machinery were 
£10 and Depreciation written off £109. 

89 








Business - Organisation -and * Management 





Furniture standing at £40, depreciation written off £2, the abridged 
` figure for these accounts would be £1,019 arrived at from the following— 














Balance Outlay D 
beginning of | (Sales in Total. a Balance. 
year red). ep 
Plant 
Furniture 





Of course for two items this summary would not really be necessary, 
but the form is shown as it is the one to be used when there are many 
capital accounts in the books. 

If therefore a-little attention is given to these few details when pre- 
paring Balance Sheets the result will be as noticeable as two shop windows, 
one where the goods are displayed to meet the customers’ eye and the 
other where they are exhibited in disorder. 








The practical hints here offered with regard to the treatment of Business Capital in 
Excess Profits calculations will have the greatest interest for accountants. 





Business Capital in Excess Profits 
Duty Computations 


By Haroip Boaa, Associate of the Institute of Actuaries; Fellow 
of the Royal Statistical and Royal Economic Societies 


(Concluded. ) 


S under section 52 of the 1916 Act accumulations of profit left in 
a business during any period are not to be reckoned as capital 
until the end of such period, the assets and liabilities have to be ascer- 
tained as at the beginning of the period and then adjusted for any varia- 
tions of capital which would come under heading (a) of our analysis, such 
as fresh share capital introduced, etc. 
In practice the Balance Sheet as at the end of the previous period is 
generally taken, and the assets and liabilities stated thereon varied in 
accordance with the principles of the Act. 


Adjustment of Assets and Liabilities: Some Practical 

Hints | 

In the case of Fixed Assets such as Buildings and Plant the value 
as agreed for the previous period will be taken, and the purchases at 
cost (less sales) will be added, care being taken to include not only the 
additions shown on the Balance Sheet but also any amounts written 
off against revenue which have been held by the Income Tax authorities 
to be capital expenditure. Instead of the depreciation shown on the 
Balance Sheet only the “income tax ” depreciation must be deducted, 
no depreciation being therefore allowed on Buildings. The proportion 
of any special “ writing-off allowances ” on Plant and Buildings allocated 
to the period should be deducted, care being taken to see that when the 
full allowance has been received, normal depreciation (and in some 
cases a special annual rate of “war” depreciation) is claimed on the 
balance of the “ War ” Plant and Buildings in the succeeding accounting 

eriods. 
1 The value of the investments should not be included, with the excep- 
tion that certain Government securities may be included when it can 
be proved that they are or will shortly be required for the purposes of 
the business. 

Stocks, if properly valued on the Balance Sheet, should be included 
at their book figures, and Debts at their ledger value, excepting that this 
value should be increased by the amount of any reserves previously 
deducted which have been disallowed for income tax purposes. 
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If the amount of Cash and Bills (whether at Bank or on hand, and 
whether on Deposit or Current Account) is not in excess of the business 
requirements it should be included at the Balance Sheet figure. 

The liabilities to be deducted will be the Debentures, Trade Creditors, 
Bills Payable, Loans, Bank Overdraft, etc., at their book values, provided 
such liabilities are distinctly trade liabilities. For example, if a Bank 
overdraft were solely incurred by amounts having been over-invested 
on the assets side and the investments were not brought into the capital 
computation, then such overdraft would not be a proper deduction from 
the trade assets, or 1f it could be proved that the proceeds of an issue of 
debentures had been invested in securities which were not brought into 
the computation, then such debentures should not be deducted from 
the assets. 


Liability for Taxation: An Important Point 

The question of the introduction into the computation of the liability 
of the business to the Revenue Authorities for taxation is an important 
one. Many companies make provision in their accounts for their lia- 
bilities up to the date of the Balance Sheet under the head of Income 
Tax, Excess Profits Duty, and in the case of Coal Companies, Coal Mines 
Excess Payments, Coal Levy, etc., while in other cases the balance on the 
Profit and Loss Account is stated to be subject to the accrued but unpaid 
taxes. 

The Revenue Authorities have laid it down as a rule that all unpaid 
taxes and duties which are legally due for payment must be reckoned 
as liabilities. The ordinary accountancy method would be to provide 
for any tax accrued but unpaid at the date of the Balance Sheet. The 
Revenue rule is convenient as it is in many cases difficult to form an 
estimate of the amount of the accrued liability. To take an example, 
an accountant usually provides three-quarters of the income tax payable 
for the year 1919-20 for the liability under this head as at 31st December, 
1919. The Inland Revenue, however, say this tax is legally due on the 
Ist January, 1920, and if we are arriving at the capital in the business 
as at Ist January, 1920, the whole tax and not three-quarters must be 
deducted. 

The danger of sacrificing principle to expediency is shown when this 
method is applied to the liability for Excess Profits Duty. Let us assume 
a company with a liability for duty of £10,000 for the year 1918. No 
provision has been made in the accounts for this liability, but a note 
is attached to the Auditors’ Report that the undivided balance on Profit 
and Loss Account is subject to the payment of an estimated amount 
of Excess Profits Duty of £10,000. Let it also be assumed that this 
£10,000 at present in the Profit and Loss Account is represented by 
cash on Current Account, which is being kept for the payment of the 
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duty when it is assessed in the year 1919. Even if a temporary assess- 
ment is made the duty is not likely to become payable until well on in 
the year 1919. The £10,000 bank balance being required for a business 
purpose (t.e., the payment of duty), it is reckoned as a business asset, 
while no deduction can be made by the Revenue for the accrued liability 
of £10,000 as it is not legally due at the Ist January, 1919. 

Most companies, however, do not keep large cash balances to pay 
taxes, but invest the money as it is received. This is particularly the 
case when the company invests the money in National War Bonds (which | 
can be obtained under par) with the intention of using the bonds to pay 
excess profits duty when their liability is ascertained. As an inducement 
to companies to invest their cash balances in War Loan and 
other Government securities, the Treasury, issued the following 
pronouncement-— 


Capital which is, or will shortly be, required for the purpose of a business will, 
for excess profits duty, be treated as capital employed in the business whether it is 
kept at the bank or invested in Treasury Bills, or whether, on the other hand, it is 
invested in War Loan, Exchequer Bonds, National War Bonds, Victory Bonds, 
Funding Loan, or 5~15 year Treasury Bonds, and ıt is erroneous to suppose that 
the holding of such capital in a bank account, as compared with an investment in 
Treasury Bonds, mvolves a distinction ın its treatment for excess profits duty 
purposes. 


If, therefore, a company has temporarily invested cash in these 
Government securities they can claim that an amount of the investment 
up to the amount they would otherwise have had on hand for business 
purposes can, although an investment, be treated as a business asset. 
In this case the interest earned on the security (say, 5 per cent.) must 
be brought into the profits statement, but as the interest allowed on 
capital would be at least 9 per cent., there is a distinct gain to the 
company. 


The Determination of Cash Working Capital 


It is very difficult to determine in practice what sum a company would 
have carried as cash working capital. This is often estimated by taking 
only the actual assets and liabilities (such as Debtors, Creditors, and 
Bank overdraft) into consideration, but there are other factors to be 
considered. Ifa company has to pay £10,000 a week in wages alone, it 
can fairly claim that if it had not over-invested, it would have required 
a, running balance of at least £10,000 on Current Account. By over- 
investing in War Loan or War Bonds, it may carry a Bank overdraft of 
anything up to £10,000 which, if deducted from the assets without allowing 
for £10,000 investments being treated as business capital, would seriously 
underestimate the business capital of the concern. 

93 








Business - Organisation : and - Management 





Reserve Fund Investments 

The case of a company continually varying its Reserve Fund invest- 
ments sometimes presents difficulties. As long as the additional invest- 
ments are made out of accumulating profits the capital position is not 
affected. It is often difficult to say whether investments have been 
made out of accumulating profits or whether during part of an accounting 
period the business capital shown at the beginning of the period has not 
been encroached upon for investment purposes. In such cases the 
. Inspector of Taxes generally requires to know the amount of the total 
Reserve Fund investments at intervals during the accounting period. He 
can then form an opinion as to whether investments have been made by 
temporarily borrowing the business working capital and, if so, adjust 
the profits or the capital accordingly. 


The Treatment of Dividends 


It is the practice of the Revenue to treat final dividends paid on 
account of a previous accounting period as a deduction from capital as 
from the date when the dividend is paid, e.g., if the capital for the year 
1919 is being calculated and if the difference between assets and liabilities 
at, say, 31st December, 1918, was £100,000, and a final dividend for the 
year 1918 amounting to £10,000 was paid by the company on the 31st 
. March, 1919, then three-quarters of £10,000 is deducted from the £100,000, 
leaving £92,500 as the capital for the year 1919. The theory is that the 
£10,000 is in floating assets in the business and is merely lent to the year 
1919 for three months until it is required. In practice, however, many 
companies are short of working capital, and the undivided profit at the 
end of the year 1918 might be invested in fixed assets, which fixed assets 
continue through the whole of 1919 and presumably help to earn the 
1919 profit. The final dividend probably could not be paid until more 
profits had been made in 1919, and although the 1919 profits cannot be 
reckoned as capital until the end of 1919 they can be used to pay dividends. 
In this case the deduction of a proportion of the final dividend seems to 
be unwarranted but the deduction is always insisted upon by the Revenue. 

A special case of this kind occurs when companies have half-yearly 
accounting periods. If the financial year of a company ends at 31st 
December, and they prepare half-yearly accounts they will have account- 
ing periods ending at 30th June and 3lst December. If the final dividend 
is paid, say, at 3lst March, then half the amount of this dividend will be 
‘deducted from the difference between the assets and the liabilities at the 
beginning of the year in arriving at the capital for the half-year to 30th 
June. The Revenue, however, sometimes claim that an interim dividend 
paid on, say, the 30th September, should be similarly deducted from the 
assets at 30th June in arriving at the capital for the half-year to 3lst 
December. As the dividend is an interim one, and is, therefore, paid on 
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account of the whole year and not necessarily the half-year which has 
passed, it is questionable whether this claim could be supported in law. 
As a compromise, we have admitted this claim where the interim dividend 
was paid early on in the half-year, say in the early part of July, when it is 
evident from the facts that the dividend must have been earned in the 
previous half-year, but the right of the Revenue to deduct such a dividend 
paid, say, on the 30th September, has not been admitted. 

The business capital of a concern should always be ascertained for 
the three pre-war years before the two years are selected as the basis 
of the profits standard. For example, the average profits of the years 
1912 and 1913 may give a larger profits standard than the average of the 
years 1911 and 1913, but it may be better to adopt the latter years if 
the amount of the interest on increased capital, when the latter years 
are taken, exceeds the interest in the former case by a greater amount 
than the difference between the profits of the years 1911 and 1912. 


Special Percentages Allowed 

We will close these notes by a brief reference to special percentages 

allowed on capital. *In the case of a composite company different 
percentages may apply to different sections of the business, a common 
‘example being that of a coal and coke company. In these cases it is 
generally best to arrive at the total capital and then to subdivide the 
assets and liabilities between the different sections. The usual method 
of dividing debtors, creditors and cash in cases where these items are not 
kept separate for the different sections is on the basis of the value of the 
sales of the various classes of goods. While it is difficult to obtain a 
more satisfactory basis it sometimes gives very incorrect results, e.g., 
the coal customers may pay their accounts weekly or fortnightly while 
the coke customers may pay monthly and this means that the debtors 
of the coal and coke sections at a particular date are not in proportion 
to the money value of the sales of coal and coke for a period ending on 
that date. 

It sometimes happens that one section may show a decrease of capital 
while the other may show an increase. In this case it should be remem- 
bered that the extra 3 per cent. granted for increased capital does not 
apply to decreased capital. 

In the case of trades with a high special percentage on capital, the 
effect of the interest allowed should always be considered in claiming 
depreciation or special writing-off allowances. An extreme case will 
perhaps best illustrate this point. A company with a rate of 15 per cent. 
on capital (which rate would become 18 per cent. from the Ist January, 
1917) might claim a special writing-off allowance of 50 per cent. on, say, 
£10,000 Plant in 1914. The £5,000, if considered as a reduction of capital 
in 1914, and allowed as a charge against profits over the three years 
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1914, 1915, and 1916, when the average rate of duty was about 56 per 
cent., would have been equivalent to an amount of about £2,800. If, 
however, the amount had not Been claimed, the £5,000 would have re- 
mained as capital during the seven years 1914-20, and amounts of from 
15 to 18 per cent. would have been allowed thereon each year, which 
subject to the rates of duty varying from 40 to 80 per cent., would have 
been equivalent to about £3,600. 

This is, of course, an extreme case which is not likely to occur in 
practice, but the principle involved is often worth considering when 
allowances and depreciation questions are being discussed. 





Accountants as Corporation Auditors 


O“ the third reading of the Coventry Corporation Bill in the House 
of Commons, the Chairman of Committees had occasion to appeal 
to the Labour Members and to the House generally in regard to private 
Bill procedure. Mr. Neil McLean, while disclaiming any desire on the 
part of the Labour Party to hinder private legislation, said that in 
regard to this Bil and the Wallasey Corporation Bil there was a. 
principle at stake. These Bills provided that only members of the 
Institute of Chartered Accountants and of the society of Incorporated 
Accountants should be eligible as auditors of the Corporations of 
Coventry and Wallasey, thus excluding members of other associations 
of auditors and accountants. There was a very large society in London, 
and smaller societies in other parts of the country, the members of which 
had gone through all the necessary work, passed the examination, and 
entered upon their profession. But because they were not members 
of either of these associations, they were to be debarred from exercising 
their profession in the employment of the two corporations whose Bills 
were before the House. He moved that the Bill be recommitted with 
a view to the insertion in the Clause of the words “ of the accountants 
approved:by the Ministry of Health,” thus throwing the appointments 
open to all accountants. 

Mr. Whiteley said the Department concerned was not prepared 
to take the responsibility of approving accountants. 

Mr. McLean said that the same clause appeared in Bulls premoted 
in past Sessions by the municipal authorities of Wimbledon, Dewsbury, 
. and Sheffield, and, owing to the opposition to it, was in each case dropped. 

After further discussion, Mr. Whiteley informed the House that 
there was a possibility of getting the matter considered in the House 
of Lords, and the amendment was withdrawn. 

This throws rather an interesting light on what is likely to happen 
when the Accountants’ Registration Bill is again introduced, 
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Design and Inspection 


By R. O. Ilerrorp 


Specification 
ie is necessary when producing any article on a commercial basis to 
have a clear and exact conception of what is required. In some 
cases the customer tells us what he wants; in others we suggest various 
alternatives ; in either case an agreement is reached and must be embodied 
in some form of record; a description, a sample, a list of tests, etc. The 
most usual form for mechanical products is a drawing, either to scale or 
with dimensions, “coupled with a description of the materials to be 
employed, an exact analysis frequently being stated. This information 
enables us to reproduce the articles required; and the quantity to be 
produced governs the amount of detail to be covered. An exact speci- 
fication is particularly necessary where many workers take part in the 
production ; the requirements have to be split up and stated in such a 
manner that they have a universal and agreed interpretation. An exact 
specification to a great extent relieves the individual workman of the 
necessity of personal knowledge of the product he is engaged on ; it enables 
him to apply his skill and craftsmanship to a great variety of products. 
Where a product has several components that are finally assembled 
together, a specification is essential. 

Where anything like mass production is attempted, it will be found 
that the components have to be made at different times, from material 
obtained from various sources ; one component may be used in several 
different products. Unless each part is specified a large amount of 
selection and fitting will be required at final assembly; this increases 
the costs and the finished product does not agree with the sample. Part 
of it may have to be sold at a lower price on this account, even though 
the cost is as great as, or if not greater than, the cost of the sample. 
Therefore what is being made must be known and recorded, otherwise 
the quality of the product cannot be guaranteed, nor can we be sure 
that it can be profitably produced at the price agreed upon. 

A specification must be relative to a standard or set of standards. 
Mechanical products are described by their dimensions in feet or inches 
and the strength and analysis of their materials. Textiles are governed 
by their weight and fineness of count. Rubber and similar products 
by the specific gravity and resistance to mechanical and chemical tests. 
In ‘every case some agreed standard must be available and convenient, 
if accuracy is to be maintained. If standards are referred to, accurate 
methods of comparison or measurement must be available. It is no use 
trying to measure to a thousandth of an inch with a two-foot rule ; 
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nor is it any use specifying a heat treatment to 5°C. if our pyrometers 
will not read nearer than 10° either way. In using a pyrometer, allow- 
ance must be made for the width of the needle point, and of the lines on 
ihe dial; the sensitiveness of the mechanism; the effect of surrounding 
conditions on the electrical factors, the method of applying the pyro- 
meter to the work or the furnace. When measuring an object we must 
examine the state of the surfaces: must know its temperature ; and 
must allow for the sensitiveness of our measuring instrument and our 
own. skill in using it. These considerations indicate that exact measure- 
ments cannot be effected. The causes of variation may be reduced to 
infinitesimal proportions, but are still present. The Standard English 
yard is housed at the National Physical Laboratory, Teddington; it 
is made of Invar steel, is- mounted in a special building on a solid 
foundation. The temperature in this building is constant and the scale 
is only viewed by artificial light of known intensity. In making a 
specification, therefore, we must allow for variations due to the methods 
of measurement or comparison. 

When methods of production are considered, still greater allowances 
have to be made. Any tools begin to wear as soon as they are applied. 
At each application they produce a slightly different effect. The material 
they work on is not really uniform ; they are applied by different persons 
on different machines. The degree of accuracy obtainable depends on 
the refinement of the instruments used and the skill of the worker, whose 
control depends upon his knowledge of the process. 

The allowance that must be made for variations in measurement 
and production is known as “ Tolerance,” the extremes permitted are 
known as “ Limits.” A specification must state not only the dimensions, 
etc., but also the tolerance allowed ; otherwise the product, which may 
have been considered “near enough ” at the time of manufacture, will 
be found to vary more than was anticipated, particularly if the variations 
occur in such a way as to be added to each other. To determine the 
tolerances, therefore, is a most important part of making a specification ; 
it calls for experience and judgment, and no expense should be spared 
in this direction ; if crude or impossible tolerances are stated, the result 
is worse than where none are given, and custom and tradition relied on. 


Operation Lay-Out 

Having a clear conception of the product, we must next decide how 
it is to be made. There are always various methods to choose from ; 
each may have some good feature. Various methods may be tried 
successively or at the same time; in any case the results should be 
carefully recorded. This enables us to apply our experience to various 
jobs in which the same elements occur, and is the simplest form of 
research. Each method should be analysed and all the conditions noted 
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at the time they occur; at a later date the good features of each method 
can be combined, and the one best way for your factory laid down. 
This is, indeed, the most expensive form of research ; if the investment 
can be afforded, it is much cheaper to make experiments independent of 
production ; and begin production only when the one best way has been 
.found. In any case, the operation lay-out must be based on definite 
data, and not on guesswork, if it is intended to produce a given article ; 
and by accumulating information in this way, it is possible to forecast 
with considerable accuracy the method most suitable to a particular 
works, before an ounce of material has been cut up. 

The equipment employed should be suitable for the work in hand. 
If the work is in small quantities and of a variable character, universal 
machines and simple tools that can be readily adjusted are required. 
If the work is standardised and in large quantities, special machines and 
costly tools will produce it faster and cheaper than any universal machine 
can ever do ; and will not require as much skilled attention while running. 
Special equipment must be designed for its own purpose; it cannot be 
bought in the market. It should be conceived by an expert who must 
be informed of the exact requirements of the job, and the performance 
expected. As a general rule the machine should be strong enough .to 
smash the tools without injury to itself; if you succeed in producing a 
tool it cannot smash, you need a new machine, or you are not getting the 
utmost from the tool. Durability is another vital factor in special 
machines ; if they break down, the work must be held up or completed 
on another machine which is necessarily less efficient. In designing such 
machines, the position of the operator must be studied; the controls 
must be so placed as to call for a minimum of effort on his part. This 
depends on the motions he has to perform and the force he has to apply ; 
and the levers should be so arranged that personal injury is impossible. 
Special machines therefore must be strong, durable, suitably proportioned 
to the work; they reduce fatigue, and prevent accident, and will work 
at a higher absolute efficiency than any universal machine. 

Whatever machines are employed, or even if all work is done by hand, 
the tools used must be efficient. The conditions of efficiency in a 
tool are— 

(a) Reasonable life. 
(b) Convenience when changing or re-setting. 
(c) Performance, 4.¢., amount of work produced relative to cost 
of tool. 
(d) Exact reproduction, 4.¢., each tool must be the same as 
the last. 
These conditions will be found to apply to all tools, whether for lathe 
or hammer, forge or rolling mill; to files, form tools, grinding wheels, 
marking stamps, spades, or watchmakers’ tweezers. One of the most 
an 





Business : Organisation -and : Management 


perfect hand tools existing is the tailor’s scissors; the handles are beauti- 
fully moulded so as to avoid fatigue, and guide the hand to the best 
position ; it is well balanced, makes a clean cut, and the tension between 
the knives is regulated. How many of the tools we are accustomed to 
are as efficient as this? The tool designer must know the properties of 
the various tool steels available, and the effect of heat treatment; how 
much work may be expected before repair is required; how the tools 
will be made and how exact they will be. He will have to divide the 
tolerance allowed into three unequal parts ; the largest part for the worker 
who uses the tool, the next largest for the tool maker, and the sma'lest 
part for the gauge maker. Each of these men demands some tolerance— 
he cannot work to absolute accuracy. Indeed, a fourth allowance is 
required, namely—for wear of the gauge before it must be considered 
useless. It is possible and practicable to divide up a total tolerance of 
‘002 inches into these four portions; but to do this demands knowledge 
and experience, and cannot be undertaken lightly. Finally, when laying 
out operations, certain factors that are non-technical in character must 
not be neglected. The equipment should be balanced—that is, we 
must not find ourselves short of one kind of machine, and with too 
many of another. Hence the general efficiency of various classes of 
machine must be known, and allowance made for the idle time, operator’s 
efficiency, and conditions under which the plant will run. If the raw 
material is costly, the management will keep the amount in progress at 
a minimum; rapid production at short notice is required, and a few 
extra machines will be required; if the material is cheap, a large stock 
will be carried and steady runs may be expected. This kind of allowance 
varies greatly with different classes of equipment ; and may upset the 
calculations of the purely technical man to a surprising degree. 

To sum up, our existing operations should be studied and future ones 
planned. We must use data derived from experience; must provide 
suitable equipment and arrange for adequate tolerances at each stage ; 
and must keep ever before our minds that the object of this technical 
planning and research is to obtain better or cheaper work, and not to 
create ingenious and intricate methods. Technical planning is as essential 
as financial or production planning; by its means alone can mass 
production be successfully achieved. 


Technics 

How are we to arrange for this technical planning ? Who will lay 
down the most economical way in which to produce our varied products ? 
Shall we not educate our workmen well and re:y on each one to develop 
the way that suits h'm personally ? By all means; but it will even then 
be found that the men are not all alike. One man will be found who is 
always thinking of ingenious little fixings and devices, and is usually 
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behind with several jobs ; another will use a few simple tools beautifully 
finished and cared for; a third will produce good work and no scrap ; 
a fourth a large output of passable work. Look out for the inventive 
man. Take him off production where he is worried and ineffective ; 
give him a quet room and a lathe and let him invent things for you. 
When you have two or three such men around it is wonderful what 
results can be achieved, especially when each of them makes one branch 
of the business a special study. When any difficulty arises in any 
branch the expert is referred to for help ; if he is a real expert he will be 
asked readily and freely, and will be glad to help. If possible, appoint 
a secretary for your experts, or a manager who will record their observa- 
tions in a convenient form for their future guidance—they are frequently 
unsystematic. 


If their work is to be successfully applied, all projects of a major 
character must be discussed at conferences attended by representatives 
of the manufactur ng, toolmaking, and inspecting departments. These 
men will examine the proposals not only from their own professional 
point of view, but also from the personal side, and will make suggestions 
and criticisms of value. Furthermore, they will regard the project with 
sympathy rather than hostility when it is put into operation; in any case, 
they will have to do the work and see it through to success, and should, 
therefore, be prepared as long beforehand as possible. 


Before the plans are completed, experimental models should be made 
to test any point of doubt, however trivial; it will have to be tried 
some day—better now than when the salesman is demanding output. 
Some of the wealthy American corporations carry this to its furthest 
limits. Their laboratories include a manufacturing department, and 
commercial production is not started until every tool and gauge has been 
proved under manufacturing conditions, and the tool-making problems 
solved. This is ideal economy; but much may be achieved by 
experiments of a simpler nature. 

The work of the technical expert is not complete when his plans 
have been agreed to in conference, and proved by experiment. He must 
be ready at the appointed time to demonstrate the methods and prove 
the tools. He must be able to impart his knowledge, or you must have 
someone who can do this for him, to the worker who has to manipulate 
the tools provided. If the expert cannot demonstrate that his method 
is the best in practice, you cannot expect the worker to believe that it is. 
Furthermore, demonstration keeps your expert in touch with shop con- 
ditions and introduces him to the ordinary difficulties that are easy to 
overlook ; their solution will be embodied in his next design. 

Technical experts must keep abreast of current developments in their 
own branch and also in other branches more or less allied. This may be 
done by studying technical periodicals and by exchanging visits at other 
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factories in other districts. Much may be gained by applying the 
methods of one industry to another ; technical research and experiment, 
if conducted intensively in one factory, only tends to over-refinement 
and unnecessary complication. Mechanical processes can be seen in 
their true perspective in a watch factory and a textile machine shop ; 
in an electrical instrument factory and the village smithy. On the one 
hand we can observe the present limit of human ingenuity and applied — 
research ; on the other the possibilities of manual skill and simple tools. 
I suggest that our technical institutions should seriously arrange for the 
study of comparative technology ; such a course would include a review 
of the textile, mining, chemical, engineering, and electrical industries.” 
Attention would be paid to the process rather than the product, and 
details would have to be avoided owing to the magn‘tude of the work. 
But details can always be obtained from specialist books of reference 
on almost any subject; indeed, our trouble is that we are at present 
faced with such a mass of information it is hard to know where to look 
. for help when difficulties confront us. When we see a loom in operation 
we marvel at the number of threads, and the speed and precision of the 
shuttle. A weaver admires the stout and highly finished machines in 
an engineering works, performing what he considers miracles upon hard 
and obdurate material. The perspective obtained by comparisons of 
this kind is of immense value, and would help us towards clear thinking 
and the accurate solution of our own problems. 


Inspection 


Inspection is a branch of Industrial Administration that has gathered 
much controversy round it; and it is frequently the occasion of con- 
tinuous guerilla warfare in factories of varied type. No attempt will 
here be made to describe the various ways in which inspection may be 
appled or organised; my remarks will be confined to the need of 
inspection and the value of its work. Its application is a problem for 
the individual factory ; and will depend on the class of work, the type of 
other organisation, and the general relations of the personnel. 

Inspection is necessary to ensure that the goods supplied to the 
customer are in accordance with his requirements. In some cases, 
human lives may depend on the quality of our product; it is difficult 
to be sure that they do not. Ordinary commercial morality should 
compel us to ascertain that defective or inferior goods are not being 
supplied. Our salesmen can secure orders with greater ease and confi- 
dence if they are able to give their customers a guaranteed quality 
without reservations of any kind. For it must be recognised that no 
organisation is infallible and some mistakes are bound to occur. It is 
surely better to find them ourselves than have them pointed out by 
our customers. 
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In addition to this, slight variations are bound to occur. An inspection 
department detects them, and if they are of a trivial nature either passes 
them, or notifies the salesman, who can then give his customer the 
opportunity of rejecting the goods if not suitable. Inspection is an 
essential feature of mass production. It is pointed out at an earlier 
stage that components have to be made at different times and assembled 
at some future date. Hence each component must be examined on 
completion before going into stock ; otherwise trouble is bound to arise 
at assembly. Not only must components be examined when finished; 
they must be dealt with at intermediate stages as well. If this is omitted, 
expensive finishing operations may be performed on work already 
faulty ; the tools and methods employed may not be able to deal 
with work outside the limits; they may even be destroyed by it. For 
these reasons alone, continuous inspection at suitable stages is of 
paramount importance; it eliminates the cumulative effect of normal 
accidents. 

It will be found that other advantages are obtained. If the equip- 
ment produced good work yesterday, and bad work to-day, some con- 
dition must have changed ; and the sooner the source of error is discovered 
the better for all concerned. Frequently it is necessary to inspect and 
gauge the work as it comes off the machine ; when it fails inspection, the 
machine is stopped and the tools adjusted and repaired, thus saving 
time and material. 

When faulty work has becn produced, the inspection system sorts it 
out and states the fault. It can be put on one side and rectified as 
opportunity arises. Thus serviceable material is saved and no work 
need be scrapped except with the sanction of a responsible and competent 
man. 

The inspection system must be closely related to the department 
purchasing raw material, so that they are informed of all trouble arising 
from that prolific source. All material should be inspected before 
acceptance ; this enables the purchasing agent to communicate imme- 
diately with the supplier. The complaints received from customers and 
salesmen must be thoroughly examined and their origin reported on. 
As a final justification of elaborate inspection, stocks may be correctly 
valued. It is not a simple matter even to count stock ; it is still more 
difficult to say whether it is really all of full value. When the material 
has been inspected before acceptance—the product before gong into 
stock ; the defective work in need of rectification put into a separate 
store—then only can it be said that the stock values are even 
approximately correct. 

The inspection department maintains a consistent accuracy and 
finish throughout the works. They hold the standards to which all 
comparisons are made. These standards may be general to the trade 


103 








Business - Organisation -and - Management 





or special to a particular works; in either case they will call for skill 
and experience in their application. 

And, finally, the responsibility for bad work does not lie with the 
inspector, but with the producer. No inspector can make bad work ; 
he can only discover it and point it out. It is his aim to help the 
producing departments in every possible way; but he has to take 
responsibility for the goods supplied to customer. On this depends the’ 
goodwill of the firm, and to a great extent its prospects of future orders. 
A strong inspection enables the works manager to assure his producing 
staff that their work is good ; that their tronbles are not exposed to public 
view. He can guarantee the value of the stocks to the accountant, and 
he can meet his customers with pleasure and without misgiving. 
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This article explains how the production of Dividend Shects may be greatly facilttated 
by the aid of the Addressograph. 





The Preparation of Dividend Sheets 


By GRorGe ROGERSON. 


T preparation of dividend sheets, in a large company, is often a 
tedious and lengthy process, a large amount of time being absorbed 
in copying from the register to the dividend sheets or book, the members’ 
folios, names and addresses. 

By aid of the Addressograph, the work may be materially reduced. 

The Addressograph is a mechanical device largely used for addressing 
envelopes, circulars, etc. The stock addresses are made by means of 
the graphotype on metal plates, and then inserted in any order pre- 
arranged in the Addressograph, which automatically prints the addresses 
through a ribbon—a facsimile of typewriting—at a very high rate of 
speed. This invention has revolutionised the old method of addressing 
envelopes by hand, and it may be utilised with advantage in many other 
directions. 

The share ledger should be kept on the loose-leaf system, and the 
register of members on the card system. 

Each time a new member Is registered, his name, address and folio 
in share ledger should be written on a card, and the latter inserted in a 
suitable cabinet, kept in alphabetical order. 

A metal plate with the same particulars should be made, and inserted 
in the same order as the card. 

No trouble should be experienced in turning up any shareholder’s 
folio in the share ledger, as by turning up the register card giving the 
folio, it is then quite a simple matter to find the same particulars in the 
share ledger. 

The form of dividend sheet applicable is indicated by the specimen 
shown on the following page. 

When the sheets come to be prepared, instead of having to write in 
the folios, names and addresses, and (where any) dividend mandates, 
all that is necessary is to print the particulars on the left-hand side of 
the sheets by means of the Addressograph. 

The calculation of the amount of dividend due to each shareholder, 
and the relative income tax deduction, can be done comparatively 
quickly ; the use of dividend and income tax tables reducing the labour 
to a minimum. 

The relative amount of dividend (gross and net) and tax having been 
inserted, the sheets checked and balanced, they are then ready for the 
. preparation of the dividend warrants. 
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SCIENTIFIC OFFICE MANAGEMENT CO., LTD. 


DIVIDEND FOR HALF-YEAR ENDING 31st DECEMBER, 1919. 
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Here, again, the same mechanical addressing contrivance will reduce 
the work to a minimum, the shareholder’s name and address being 
printed on the warrant; it then only needs the amount of dividend 
filling in. l 

The envelope in which the warrant is posted to the shareholder is 
treated in the-same manner. 

Here we see the same metal plate answers a three-fold purpose, and 
the saving of time and labour should repay the initial outlay involved. 
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How do you welcome suggestions from your staff? Beware of snubbing the men of 
initiative. Jt is fatal lo progress. 


Table Talk on Business Topics 


NE of the notable features of the war was the superiority of the 

British “Tommy ” over the Germag rank and file, the “cannon-fodder” 
of a brutal Prussianism. British superiority was most palpable in 
the region of initiative. The German was helpless “on his own,” while 
Tommy Atkins never shone so brilliantly as when he found himself in a 
tight corner, and had to rely upon mother-wit to extricate him. It is 
a curious fact, however, and not altogether a welcome one, that we 
have overlooked the importance of this war-lesson in its application to 
peace conditions. In the great economic conflict, the friendly but 
fierce rivalry of business, there is as urgent a need of initiative as there 
ever was on the stricken fields of Flanders and Gallipoli. But so far 
we have done very little to develop it. Truth to tell, the practice of many 
business managers, trammelled by the mischievous traditions of an 
unfruitful past, is to “sit upon ” initiative in their subordinates, rather 
than to foster it by recognition and reward. 


A Great Entrepreneur s Way 

One of the most successful business men of the day is for ever on the 
look out for initiative among the men in the subordinate positions, 
either in his own or any other business house. Whenever he finds it, 
he buys it, and he does not mind paying a long price to get it. He 
watched a young man, quite humbly placed, who was employed in 
another business house. Sending for him, he found the youngster 
brimful of ideas. They were not welcomed by his then employers, who 
told him to be content to do what he was told, if he wished to retain 
his modest salary of £280 per annum. The wide-awake entrepreneur 
knew better. He engaged the young man, gave him a free hand for 
the expansion of the schemes which were seething in his brain, and 
to-day pays him a salary of £5,000 per annum, considering him a good 
bargain at that price. A multitude of cognate instances might be cited, 
and would go far to explain why this astute judge of men is among the 
most successful of the captains of modern enterprise. But let the one 
case suffice. It is as authentic in its facts as it is lurid in its lesson. 





Never Given a Chance - 

Another business leader, equally cognizant of the new psychology 
of enterprise, recently took over an existent undertaking. The 
proprietor was middle aged and capable, but worn out with the toil and 
anxiety of many cares. He was being bought out. He expressed his 
regret that ill-health compelled his retirement. 

“I fear you may have some difficulty in finding a man who will be 
equal to the management,” said he. 
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“ No difficulty at all,” replied the buyer of the business. “ You 
doubtless have at least half-a-~dozen men quite capable of doing the work, 
but you have stifled their initiative, and insisted upon bearing a huge 
and intolerable burden on your own shoulders. That is why you are 
worn out.” z : 

The swift scrutiny of the personnel, undertaken by the new proprietor, 
easily revealed the capable men to his practised eye. They were pro- 
moted, at “ fancy ” salaries in comparison with the money they had 
been receiving. The wages of the whole staff were doubled, and each 
man was given to understand that he was expected to justify the increase. 
Since that day the turnover and the profits have gone up literally by 
leaps and boynds. If the old proprietor were to return to his counting 
house, he would not recognise a business totally revolutionised by the 
appreciation and reward of initiative. 


“ Completeness’’ as an Aim 


The man of initiative is generally the man of independent opinion, 
which he will not hesitate to express to his chief, even if not directly 
asked for it. A discriminating chief will welcome this kind of thing, 
even where he disagrees with the views that are offered. “See that 
man?” said one of the keenest business organisers of our time. ‘‘ See 
that man? He runs his department in a way that is utterly alien to 
my ideas. Twice out of three times I dislike his proposals. But he gets 
results, and I never interfere.” And even where the results do not come, 
the man of initiative may now and then be right. Inspecting the 
returns from all his multitudinous departments, the head of a huge 
enterprise found that some of them exhibited a steady loss. He decided 
to close them down. But the man of independent opinion, when told 
of the decision, argued that these departments were essential to the 
“ balance ”?” and completeness of the rest. If they were closed down, the 
business would be maimed. Better keep them going, even at a loss, 
for the sake of the rest. The soundness of the advice was obvious from 
the moment it was tendered. Some subordinates might not have ventured 
to offer a view so prima facte unpalatable. But in this case the adviser 
knew his man, and fell into no misjudgment about the reception which 
would be accorded to a straightforward representation. 


Killing All Originality 

Contrast this wholesome state of affairs with that which obtains 
where a subordinate is snubbed if he offers a suggestion. “What is that 
to do with you? Stick to your own department.” The awakened 
enthusiasm, warming with zeal for the welfare of the business, is instantly 
chilled below zero, and valuable energy and eagerness are diverted from 
what might otherwise be prolific activity. Now and then, in my 
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experience, I have found a snub rouse the man instead of crushing him, 
but that is the exception rather than the rule. 

“ Keep to your own work” replied a short-sighted employer, to a 
clever and ambitious assistant, who threw out a hint about an improve- 
ment in the policy of the house. “ Keep to your own work ” : and then, 
with amazing lack of tact and appreciation, he added “If you don’t 
you will get too big for your clothes, and then your clothes won’t fit you, 
and you'll have to go.” 

“Go I will, this day month,” was the instant response. But he 
did not go, for the head of the house promptly realised his own stupidity, 
took the assistant aside, and put things right by the adoption of the hint, 
coupled with a substantial increase of salary. In the converse case, 
there was a sinister factor operating to the detriment of a great under- 
taking, ultimately its nature was discovered, and the root eradicated. 
One man had known of the evil, though his knowledge was not of the 
guilty species. He was asked why he had said nothing— 

“It was not in my department, I thought it was nothing to do with 
me.” 

“ I suppose if the next room had been on fire you would have thought 
it was nothing to do with you,” retorted the indignant head of the 
business, his indignation thoroughly justified; and the subordinate’s 
prospects of promotion were blighted from that date onwards. 


Too Clever Office Boy 


Another’s prospects blossomed from an incident of precisely opposite 
tendency, in a telegraph office. The observer found himself, by acci- 
dent, behind the office boy, who had been sent to despatch a 
telegram. The youth was carefully deleting a few superfluous words; 
he then paid for the wire, and left. An inspection of the petty cash 
book showed that the full amount had been charged. Then the recent 
telegrams of the firm were obtained from the post office, and the office 
boy’s system stood revealed. He had been making several shillings a day 
by a verbal compression which his superiors, in the hurry of business, 
had overlooked. But he was too dangerous to be retained. He left, 
and the amateur detective got his foot on the first rung of a ladder upon 
which by this time he has climbed very high indeed. 


Initiative in the “ Chief” 

But if we must encourage initiative in the subordinate, we must do 
the same for his (or her) chief. That can best be done by bringing the 
chiefs together, on the principle that as iron sharpeneth iron, so doth a 
man sharpen the countenance of his friend, even if the friend be a business 
rival. We have recognised that principle very largely already in the 
shape of co-operative trade organisations, mutual information societies, 
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as well as in the many dinners, luncheons, and other social functions at 
which business men come together on a happy social footing. But we 
have not developed, for all it is worth, the system of luncheon clubs 
which obtains in Canada and the United States. At Toronto is the 
Empire Club, for instance, consisting of the 2,600 leading business men 
of the city. No sooner does its secretary hear of the presence of any 
upstanding figure in the world’s political, social, financial, or business 
activities, than he is asked to address a club luncheon. Everything is 
done on a time-saving basis. On the tick of the clock the members 
march into the luncheon room, where the entire meal is ready on the table. 
It consists of a simple meat course, a sweet, bread and butter, and a 
glass of iced water. Towards the close of the meal a cup of coffee 
is served. The whole process of consuming this modest provender 
does not occupy more than twenty minutes. Then the President 
rises, and in a few pointed words explains who and what their visitor 
is, what he has done, and what subject he intends to talk about. 
The visitor follows, with thirty-five minutes at his disposal. At the 
finish he gets a vote of thanks (and a round of cheers sometimes) after 
which the gathering breaks up as swiftly as it assembled. 


All in an Hour 


The whole affair—lunch and lecture—has been compressed into the 
process of an hour. These luncheon clubs, powerful and popular, secure 
the best speakers of the day, because the opportunity of opening one’s 
heart to an audience of the highest intelligence and the widest influence 
is something that appeals to every wide-awake man to whom it is offered. 
My lamented friend the late Earl Grey, when Governor-General of Canada, 
saw in these luncheon clubs one of the most powerful engines for the 
education of the business man. When his term of office was over, 
and he began, at home again, the work which his premature death cut 
short, the luncheon device was one of his favourites. He organiseda 
series for the Royal Colonial Institute. The British waiter, unaccustomed 
to serve a four-course luncheon in twenty-five minutes, had to be trained 
to the task. Moreover the British business man would not be satisfied 
with a glass of iced water with his lunch. In “dry” Canada it is the 
best he can get, but in England he may require beer, wine, whisky or 
what not, and special arrangements had to be made for supplying him 
rapidly and promptly without interrupting the distribution of the more 
solid components of the meal. However, Earl Grey’s organizing powers 
were equal to anything in that way. The economy of time was a passion 
with him. A Canadian compositor, by one of the most felicitous mis- 
prints I ever saw, once described him as “ Early Grey.” Anyhow, the 
luncheons he initiated were a triumph. They began at 1.15 and finished 
at 2.15 on the very tick of the clock. Business men swarmed to them, 
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relying (and never in vain) on a first-class lunch, an intellectual treat, 
and no delay at the finish. I have heard great captains of industry, 
colonial prime ministers, distinguished Imperial leaders, and many 
others of equal calibre, at these luncheons. One can only regret that the 
death of Earl Grey, almost in his prime, brought these functions (at all 
events in their original numbers) to a close. If anybody would take the 
good cause in hand again, he would be certain of powerful support and 
appreciative audiences, and he would be adding hugely to the intellectual 
driving-power of the business world. 


Attend—or Get Out 


The Canadians take a serious view of the obligations attaching to 
membership of a luncheon club. The member .is not admitted 
unless the Committee are satisfied of his business status, and of his 
genuine desire to take advantage of the educational facilities which the 
Club is designed to afford. If, having joined, he fails to attend the 
functions, he will be politely requested to withdraw from the Club, which 
has no room for the dilettante type in its ranks. Nobody can laugh 
louder or gladlier than the Canadian, when laughing is the thing to do: 
but while he is on business bent, business monopolises him. The object 
of the luncheon clubs is primarily educational, not social: and those 
who join must loyally accept the resulting obligations. 


The Variety of Life 

In all this there is something upon which it will pay us to cogitate. 
Of all the criticisms aimed at us through the centuries, as a nation, perhaps 
the truest is that which charges us with taking things too seriously, and 
seeing only the drab side of life. The Puritans, indeed, tried to make 
this kind of thing a rule of national life: but in that they failed, surely, 
however, “ sound ideal lies in the variation, the mixing, of the experiences 
of a business life, so that the serlous may be mingled with the lively, 
and the strenuous with the smile.” The most successful business men 
I have known have been those who unbent most thoroughly in their 
hours of relaxation, so that they would have been totally unrecognisable 
by those who were accustomed to see them in counting-house or office. 
I have seen a business man, a member of the House of Commons, sitting 
for one of the most important constituencies in the land, leading the chorus 
of “ The animals went in two by two,” and aided in the performance by 
men whose commercial standing was hardly inferior to his own. I have 
witnessed a distinguished lawyer clandestinely changing the boots outside 
the doors of the bedrooms in an hotel, in order that he might listen to the 
fevered argument on this bootiful topic at the next morning’s breakfast 
table. But instances are superfluous. It is the fault of us all (and of 
none more than of the present censor) that there is too much of the set 
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face and too little of the jolly laugh in our lives. Whenever we alter 
that state of things, and learn to play the fool occasionally, we shall 
import a mental nux vomica into our lives, and be toned and strengthened 
_ and energised accordingly. 


The Failure of the Drug 


' The allusion to a familiar tonic component must not be interpreted 
as a recommendation of it. In fact, the contents of the ordinary chemist’s 
shop and the certainty of a demand for them, constitute a melancholy 
side light upon the habits of many of the business community. Drugs 
and alcohol take the place of laughter and exercise. A pint of stout 
with the lunch, a bottle of wine for dinner, and bridge until the small 
hours thereafter-—these strains upon the system undermine its stamina, 
and the victim flies to tonic after tonic in the endeavour to recover his 
pristine liveliness. Notice the frequency with which the bottle of 
“ pick-me-up ” figures on the office mantelpiece, surely about as sinister 
a phenomenon as one could see in a day’s march. Therein lies the secret 
of a growing irritability, an increasing sense of strain and stress, and the 
ultimate “ nervous breakdown ” which is now so commonly the subject- 
matter of the reply, when one misses a friend from his accustomed place, 
and enquires the reason of his absence. 


Misuse of Sunday 


I am no hide-bound Sabbatarian ; and yet I believe the misuse of 
Sunday has done much injury'to the staying-power of many a busimess 
man—and woman too. The sentiment of a couple of generations ago 
was able to cut off Sunday completely from the rest of the week. Even 
the books and the music were special to the day. Save in the direst 
necessity, secular matters might not be discussed, the head of a business 
house, receiving a letter marked “ Urgent and Important ” (and knowing 
that only real justification would have prompted the sender to place 
that label on it) was greatly distressed. His business instinct prompted 
him to open it, but all his religious prepossessions were outraged at 
thought of such a desecration of the day. The modern business man 
can hardly believe that such qualms ever existed. He himself is fre- 
quently accustomed to use the Sunday for overtaking the arrears of the 
week, so that he may start again up-to-date on the Monday morning. 
Failing that, he is out early for the river, or tennis, or he embraces 
Saturday and Sunday together in a week end excursion. It is all very 
fine, and it squares'with the ideas of the age; but all the same I doubt 
if the old was not the better way. Sooner or later we shall be driven by 
sheer stress into slowing down the pace of modern life, and the rehabilita- 
tion of the mid-Victorian Sunday, with its real calm and its enforced 
peace, will be one of the earliest of our expedients to that end. 
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AA Promise of Relief 

R. GORE-BROWN, K.C., chairman of the Advisory Committee on 

Railway Rates, says there ought to be a reduction in rates before 
next August, because the particular rates that were imposed the other 
day were not the rates which were normally supposed to be imposed in 
twelve months for twelve months’ expenditure. The Committee hoped 
that in June or July next they could get down the-rates for trade. It is 
something in these days to get even a promise of reduced costs out of 
the railway authorities, and this anticipated relief will be eagerly awaited. 


* x ak 


The Great Game 


Speaking before the Institute of Book-keepers, on “ The Joy of Work,” 
Mr: Gordon Selfridge said that no matter what work they undertake, if 
they treated it as a game—a game to be played well and thoroughly— 
then they could make it as bright and interesting as they liked. Public 
opinion in England with regard to the failures was very unfair. The 
man who failed was looked upon as disgraced. In America ninety-seven 
people out of every 100 were failures—but out of their failure they gained 
a wider experience and usually pulled themselves together and eventually 


succeeded. 
* * * 


The Pith of the Matter 


The important manifesto issued by the Federation of British Indus- 
tries, embodying the view of employers on the question of the future 
of wages and prices, contains two pregnant sentences which cannot be 
too widely quoted. They are these: “There are only two ways in which 
prices can be made to fall permanently. Either the supply of goods 
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and services must be increased without any corresponding net additions 
to credit and currency, or else the purchasing power in the hands of the 
public must be reduced.” If it be possible, as we believe it is, to achieve 
both these objects simultaneously, improvement in the general standard 
of living would quickly result. Certainly nominal purchasing power 
will have to be reduced sooner or later, or currency deflation cannot 
take place; and without increased production any effective measure of 
currency deflation would be followed by grave social disorders. 


* ie iy 


Business Men and an Alternative to E. P. D. 


The volume of protest against the disastrous effect of the Excess 
Profits Duty is increasing rather than abating, and it is doubtful whether 
in the face of the pronounced slump in trade and increasing unemploy- 
ment, the Chancellor of the Exchequer will be able to continue the 
imposition of this particular tax longer than the end of the present 
financial year. Nobody has a good word to say for it. The emphatic 
condemnation by Mr. Godfrey Cheesman, Secretary of the National 
Union of Manufacturers, which we publish in this issue, is only a typical 
expression of the general feeling among business men. It is, of course, 
certain that the huge Treasury requirements will have to be raised from 
somewhere, and what complicates the issue is the fact that those who 
object most strongly to E. P. D. protest even more loudly against the 
proposed levy on war profits, and seem quite unable to suggest any 
other alternative method of taxation whereby the necessary revenue 
could be raised. The problem is admittedly a tremendously difficult 
one, but it should not be beyond the powers of such bodies as the Federa- 
tion of British Industries and the National Union of Manufacturers, 
acting in conjunction with the leading bankers and financiers, to formu- | 
late a successful alternative scheme by which the necessary money could 
be raised without the notorious disadvantages attaching to E. P. D. 
Otherwise, continued protest is merely beating the air. A conference of 
these bodies, or any other group of representative business men, called 
for the purpose of considering alternative methods of taxation, which 
could then be delegated to an influential committee, with instructions 
for them to prepare a definite scheme for submission to the Chancellor 
would, we venture to believe, be of very much greater practical advantage 
than any number of heated protest meetings. If we would preserve 
our national credit we must pay our debts, and therefore the money has 
to be found. The French Government have apparently found a solution 
to this perplexing problem in their Tax on Turnover, which has proved 
enormously successful as a revenue producer, without having roused any 
such deeply-rooted antagonism as is inspired by E.P.D. The gravamen 
of the charge against E.P.D. is that it encourages waste and extravagance, 
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penalises enterprise and initiative, and is seriously detrimental to pro- 
duction and business efficiency. Let business men put their heads 
together and produce a satisfactory alternative. 


xk * * 


A Chair of Industrial Medicine 


It is a healthy sign of the times that the proposal of St. Mary’s Hospital 
to set up a Chair of Industrial Medicine should have created a good deal 
of public interest, and it is to be hoped that the comparatively small 
amount of financial support required to ensure the success of the scheme 
will be forthcoming without undue delay. The hospital authorities are 
asking for a minimum of £20,000 to establish what is in fact an entirely 
new department having the welfare and the health of the working com- 
munity as its special care. Among the suggested duties of the head of 
the department would be a series of visits to the heads of great industries 
in order to find out what special diseases were causing loss of working 
power. The proposal marks an important advance along the lines of 
preventive rather than curative medicine—a direction in which we have 
been curiously backward as a nation. While there are in America 
already no fewer than six separate Professorships of Industrial Medicine, 
there is not one in this country, and the defect is as discreditable to big 
employers as it is to the great Trade Unions. That mdustrial fatigue, 
and such things as bad ventilation, accidents, and ill-health materially 
decrease the volume of production and the efficiency of the com- 
munity as a whole cannot be doubted, and in so far as such a waste 
of productive power can be prevented it is from every point of view 
desirable to.do so. The ultimate benefits of a high standard of industrial 
hygiene fall equally upon employers and workpeople, and therefore their 
various organizations might well work together in support of the St. 
Mary’s project. 

* * 
Compulsory Arbitration to Prevent Strikes 

“We must devise some commonsense method of adjustment of 
industrial disputes now as a means of saving ourselves from anarchy,” 
says the Right Hon. G. N. Barnes, M.P., in the course of a thoughtful 
essay contributed to the Sunday Times on the subject of “ Strikes and 
their Prevention.” Mr. Barnes is one of the ablest of the Labour leaders, 
and he has no illusions about the folly and class selfishness of the strike 
and the lock-out as means of settling industrial disputes, if any other 
solution can possibly be found. Formerly the consumer was but 
remotely concerned in an industrial dispute, but now he is crushed 
between the upper and nether millstone of employer and employed, and 
Mr. Barnes believes that the time has come when no organisation which 
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enjoys the amenities of civilisation should be free to paralyse the com- 
munity which secures it these advantages. In order to prevent these 
methods of barbarism, he suggests the setting up of a permanent tribunal, 
quasi-judicial in character, to which disputes that could not be settled 
in the ordinary way by the Industrial Council within the industry, 
should be referred for settlement, and which should be vested with powers 
to enforce its decisions over a certain specified time. 


* * . * 


Mr. G. N. Barnes's Scheme 


For this permanent tribunal Mr. Barnes suggests the arbitration 
court presided over by Sir David Harrel, which is trusted as impartial, 
and is independent of the Government. He would ask the chairman of 
the court to appoint two of the members to act with himself in the 
constitution of the new body, and on a dispute being submitted to the 
court it would become the duty of the chairman to invite the disputants 
each to appoint a representative to join the court. Both sides would 
then come under obligation to state their causes of dispute, and the court’s 
decision would have the force of law over a certam period. As to the 
method of enforcing this decision, he suggests that it should be modelled 
on the plan adopted by the League of Nations. The offending organisa- 
tion should be “ sent to. Coventry”; in other words, cut off from banking 
facilities, debarred from receiving aid from kindred organisations, and 
as far as possible, ostracised. The selection of cases for submission to 
the Court should be left to the Government, with the assent of Parliament 


when in session. 
x xk x% 


Why Not an Industrial Parliament ? 


These, briefly, are the details of what appears to be an excellent 
scheme for dealing with that industrial problem which overshadows all 
others in urgency and gravity. Peace in the industrial world is certainly 
of no less importance at the present time than peace in the political world. 
That everyone will agree with Mr. Barnes’s idea is not to be expected. 
That his scheme amounts to compulsory arbitration, a remedy seriously 
distrusted by many trade unionists, causes him no misgivings: the 
paramount necessity of protecting the nation against these sporadic 
outbreaks of industrial strife provides in his view ample justification. 
If it be objected that the Government or Parliament cannot be trusted 
to deal fairly with Labour in the delicate matter of deciding what dis- 
putes shall be submitted to the tribunal for compulsory settlement, 
why could not this important duty be delegated to a new parliament of 
industry similar in constitution to the Reichswirtschaftsrat, which has 
been set up with such striking success in Germany ?, It is now obligatory 
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on the Reichstag to refer to the Reichswirtschaftsrat for advice on any 
questions affecting industry. The new body consists of 326 members, 
elected by representative organisations, and its prestige is such that the 
Reichstag cannot legislate on industrial matters without its concurrence. 
Such an organisation has frequently been suggested in this country, 
notably by Mr. W. L. Hichens and in Mr. Benn’s Trade of To-morrow. 
Germany knows how to develop English ideas. . As far back as January, 
1917, Mr. Hichens, speaking at the Guildhall, characterised it as a serious 
defect in our economy that there existed no organisation representing 
industry as a whole, where important questions could be discussed and 
the collective opinion of industry could be ascertained. To-day the 
defect is infinitely more serious, and in an industrial situation aggravated 
by so many post-war problems the creation of a Parliament of Industry 
may well prove to be the only means whereby peace and stability can 
be ensured in the relations between capital and labour. 





% x * 


Industrial Benefits of Shorter Hours 


The annual report of the Chief Inspector of Factories and Workshops 
for 1919 contains a noteworthy tribute to the benefits of shorter hours 
from the workers’ standpoint. ‘‘ The reports received from Inspectors 
show that the shortening of the working hours has had a beneficial effect 
upon the operatives, perhaps more so even than any other recent improve- 
ment in industrial conditions. The old system of long, monotonous 
toil is rapidly giving way to a new system of reasonable hours, so that 
soon it may be hoped that the overworked man or woman in the industrial 
world will rarely be found.” Less fatigue and overstrain is found in 
factories ; from the discontinuing of work before breakfast better time- 
keeping has resulted, and there were less frequent absences owing to 
sickness. The general opinion that owing to shorter hours there has been 
a serious diminution in production is hardly justified from this report, 
which states that where output was largely or entirely dependent upon 
the exertion of the worker, there was frequently no loss in production. 
In several factories there was a considerable increase of output, but on 
the other hand, a few of the reports indicated an extremely unfavourable 
result. The report does not afford sufficient ground for a final judgment, 
but in connection with this important question of the relation of hours 
to output, it should be remembered that the Industrial Fatigue Research 
Board, after an exhaustive inquiry into the conditions of labour in various 
industries, expressed the opinion in their report that the extension of the 
working day beyond a certain point, instead of leading to increased 
production actually causes a decrease ; and they believe that an enormous 
increase could be effected in a shorter time by economy of movement. 
Where mass production is carried on, it is false economy not to put into 

117 


Business * Organisation -and - Management 





operation the principles established by the Taylor and Gilbreth investiga- 
tions into movement study. Remarkable results in the direction of in- 
creased production have been obtained both in America and this country 
by the adoption of methods based on these well-known principles. 


* * * 


Congregational President and Limitation of Profits 

Principal Garvie, of New College, Hampstead, whose presidential 
address on “ The Church and Social Problems,” at the annual meeting 
of the Congregational Union, caused something of a flutter among the 
dovecotes of Nonconformity, gave vigorous expression to ideas which are 
fermenting in the minds of intelligent people at the present time. They 
come, perhaps, more refreshingly from the pulpit than elsewhere, but 
that is probably because it is rare for an eminent divine to express his 
social convictions with similar candour. Both Capital and Labour came 
under the flail of Dr. Garvie’s condemnation. ‘‘ The Christian Church,” 
he said, ‘‘ could never approve ‘any Socialist theory which made the class 
war the necessary instrument of progress, and demanded a break up of the 
existing social order. That way lay anarchy and disaster.” On the 
other hand, he declared with equal boldness, that the present social 
conditions in this country offended the sense of right. “The masters, 
if there were any such, who want a fight to the finish with Labour, in 
the hope that Labour may be beaten and cowed into submission, are 
deserving of even severer condemnation, for they are delibérately pur- 
posing to sacrifice the public good to their private interests.” No industry 
belonged to the capitalist alone ; without labour capital would have no 
value. If no mutual agreement could be reached, he advocated that a 
disinterested tribunal should decide the question of wages. A rate of 
profits should be fixed, fully adequate to encourage thrift and investment 
of savings in industry, to provide large reserves to meet possible losses 
or necessary extensions, and to reward generously ability in management. 
Any surplus after such claims had been met, he urged, should be appro- 
priated by the community, and should provide a public fund large enough 
to allow for the raising of the standard of living all round. 


* ba * 

Trade Union Policy and Unemployment 

The outspoken letters recently contributed to The Times by Lord 
Weir of Eastwood, dealing with the root causes of the present industrial 
unrest, deserve much more than the considerable amount of passing 
attention which they excited at the time. For Lord Weir, one of the 
biggest employers on the Clyde, charges the trade union leaders, both 
moderate and extremist, with using trade union machinery with the 
definite object not so much of improving social conditions as of making 
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“the present structure of industrial society so inefficient as to render 
it unworkable, and thereby to bring about a breakdown of the system 
and its replacement by one of an undefined character.” The charge is 
sufficiently grave as to demand careful examination, and if it be denied, 
authoritative denial. Nobody will dispute his contention that on the 
volume and cost of production depend the selling price and cost of living, 
nor the statement that no single factor contributes more to bring about 
discontent on the part of the individual worker than continuous increases 
in the cost of commodities. Lord Weir reproaches the Trades Union 
Congress with their failure to recommend their constituent unions to 
co-operate with the employers’ organisations and deal at once with the 
problem of freedom of employment and of payment by results; with 
their inability to prevent the unions from quarrelling among themselves ; 
and with their inaction in such disputes as that which led to the lock-out 
of the members of the Electrical Trade Union, and the dispute between 
the ships’ platers on the Clyde. The disastrous effect of these disputes 
upon the nation’s productivity is apparent to all. 
* * * 


The Ironmoulders and the Ex-Soldier 


He shows, very effectively, how the selfish policy of the Ironmoulders 
Society is responsible for unemployment and restriction of output in the 
ironfoundry and engineering industry, and states that an investigation 
of this policy would establish the fact that millions of pounds of British 
engineering products were not being made and exported from Great 
Britain to-day because there do not exist enough members of the Iron- 
moulders’ Society to enable the necessary castings to be made, and the 
Society refuses to permit ex-soldiers, disabled and unskilled men, and 
women to be trained and to assist in bringing about the output required. 
The irony of the situation lies in the further fact that British manufac- 
turers are compelled to buy such castings from Belgium (where no such 
foolish regulations exist) and thus actually to pay wages to unskilled Bel- 
gians working on results for work which unemployed British ex-soldiers 
would be only too glad to do. The situation would be Gilbertian, if 
out-of-work ex-soldiers were in the mood for humour of this kind. 

* + 


The Attitude of the Wrecker 


If Lord Weir’s diagnosis of the present psychology of the trades 
union movement be correct, that “the leaders are obsessed in all their 
thought and action by their conviction that they must bring about a 
breakdown in the present system of society,” it goes far towards explaining 
much that is otherwise obscure in the recent activities of organised 
labour. It is difficult to explain in any other way the sectional strikes 
that break out with such annoying frequency, often apparently without 
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the sufficient reasonable cause which is essential to secure for the strikers 
the measure of public sympathy necessary for their success. Successful 
strikes are almost invariably those which enjoy the support of public 
opinion ; and as a matter of fact, the general public are getting rather 
tired of strikes. After a glut of war we are thoroughly bored with war- 
fare, industrial warfare not excepted. There is now a healthy public 
opinion that only an issue of capital importance can justify the cessation 
of production at a time when not less but greater production all round is 
so urgently needed. Any attempt to turn the steady progress of indus- 
trial evolution into revolution in order to impose nationalisation upon a 
generally unwilling public, would unite against it every moderate element 
in the country. Whatever the defects of the present system—and it 
would be idle to deny that they are many-—no other has yet been devised 
to command the support of the majority of the British electorate ; and 
this being so, we hesitate to believe that the many able men in the 
Labour movement, such as Mr. Clynes, Mr. Thomas, and Mr. Barnes, 
will allow themselves to be stampeded by a small but noisy minority of 
extremists into adopting the political attitude of the wrecker, which is 
the attitude so justly condemned by Lord Weir. 


x * * 


The Value of Suggestions 

It is somewhat surprising that the practice of inviting suggestions 
from customers and employees for improvements in the details of organ- 
isation, or in the particular service rendered by the business, is not more 
general in view of the manifest advantages which are likely to be derived 
from it. This practice is very widely followed in America with excelent 


4 


results, and certainly, a few of the better known big business houses and . 


departmental stores in this country have proved its value. But the 
great majority of firms ignore the suggestion idea so completely that one 
learns almost with astonishment that the Great Eastern Railway proposes 
to utilise it in order to improve their train services. Sir Henry Thornton, 
the General Manager of the line, is asking travellers using Liverpool 
Street station to suggest further improvements in the train facilities, a 
fast two-minute service started at their request in. July having proved 
so successful that plans have already been made to extend it. “Our 
idea is to make our trains fit in with the desires of the people using them?” 


3 


one of the Company’s officials is reported to have told a newspaper, 


representative, quite as though he were announcing a new policy, and 

without considering whether the passenger trains had any other justifica- 

tion whatever. There is little reason to doubt that the practice’ of 

accepting such suggestions on their merits will continue to prove suc- 

cessful, and Sir Henry Thornton’s experience may well induce other 

business heads to reflect that nobody, however successful he may be, 
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has a monopoly of ideas, and that employees, even more than customers, 
who are encouraged to make suggestions, and made to feel that their 
co-operation is welcome and will be rewarded, think for the business in 
a way which can hardly fail to yield satisfactory results. 


* 


The Problem of Wages and Prices 


The apparent impossibility of raising wages without at the same time 
creating conditions which cause almost simultaneously such an advance 
of prices as to nullify the wage increase, raises a problem of the greatest 
interest to economists. The principle that wages should be such as to 
ensure a decent standard of life for the worker, and in the case of the 
male worker, enable him to support a wife and family, was accepted 
without dispute in the recent Dockers’ Inquiry by employers and port 
authorities as well as workmen, and indeed, will be generally agreed to. 
Assuming this to be the object of wages, a Times correspondent, in the 
course of a most interesting letter, criticises the present method of 
distributing wages as wasteful and ill-adapted to the end in view. If the 
normal or typical family includes three dependent children, it is obvious 
that a wage system which, professing to base wages on the needs of the 
family, ignores the fact that all families are not of the same size, and 
that some wage-earners have no families, does not do what it pretends to 
do. The question arises, must this weak point in the present wage 
system be accepted as inevitable. The Dockers’ Report says that to 
pay married men more than single men would be impracticable, since 
“the cheaper labour would have the better chance of the job.” But is 
it really impracticable ? 

* * * 
An Australian Solution 


The Times correspondent points out that Mr. Holman, the late 
Premier of New South Wales, is responsible for the first legislative 
attempt to find an answer in his “ Maintenance of Children Bill ” which, 
having passed the Legislative Assembly, is now before the Legislative 
Council. Under previous legislation the Board of Trade is obliged to 
declare annually the minimum wage on the basis, for males, of the current 
cost of living of the five-member family. The State Arbitration Court 
then fixes the actual wages for each industry under its jurisdiction on the 
ebasis of this declaration. 


Finding themselves faced with an interminable “ race between wages and 
prices,” and with a paralysis of industry besides, the Government set its statisticians 
to work to devise a plan of grading wages according to family needs without giving 
the employers an inducement to prefer single men. The solution adopted in the 
Bill ıs as follows: The basic wage for males is henceforth to be based on the needs 
of husband and wife, this to be paid to married and single alike. The needs of 
the children are otherwise provided for. Each year the Board of Trade must 
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determine the minimum cost of maintaining a child, and also the actual number 
of children (boys up to 14 and girls up to 15) of all employees. The total sum 
required having thus been ascertained, every employer is required to pay his share 
of it, calculated on the total number of his men employees, married and single, into 
a State Fund, called the Children’s Fund. This is shared out among the employees 
according to the number of their children, but is paid, not to the father, but to the 
mother of the children. 

By the adoption of this bold expedient it is calculated that, as com- 
pared with an all-round rise of 17s. per male member on the old basis, 
an economy of over 50 per cent. would be effected, and therefore only a 
10 per cent. rise in the cost of living instead of 20 per cent. would be 
necessary ; industry would be relieved of the burden of paying family 
wages to single men; and a decent standard of life would be ensured 
to all male workers and their families. The simple explanation of the 
economy is that the number of children to be provided for works out at 
1:2 per cent. per male worker instead of 3 per male worker as allowed 
for in the previous scheme. As is well known, the State regula- 
tion of wages is much more general in Australia than in this country. 
Here State action is universally distrusted, and we prefer to cling, 
obstinately enough, to the present haphazard methods of adjusting wages 
to prices rather than invoke such dangerous assistance. As a result, it 
would be very difficult indeed for Mr. Holman’s scheme to secure accept- 
ance here, but its striking advantages, and particularly its encouragement 
of family life, cannot be denied. 


x * * 


Factory Control in Italy 

No thoughtful student of current economic development will ignore 
the significance of what is going on in Italy, where industrial revolution 
is proceeding at an alarming rate. Labour the world over is 
demanding a share in the control of industry, but it has been left to 
Italian workmen to emulate the example of Russia by throwing over 
~ constitutional means of achieving a perfectly legitimate aim in favour 
of methods which are absolutely illegitimate and lead inevitably to 
anarchy. One would think that the fate of Russian workmen under 
Bolshevism would have been a sufficient deterrent, but apparently Italian 
workmen are heading direct for a similar experience. The seizure of the 
metallurgical works by the Italian Confederation of Labour, followed by 
the expulsion of the directors and the managers, on the decision of the 
men to run the factories themselves, precipitated similar action in most 
of the large industrial towns in the north. But having obtained control 
of the factories, the workers found that without capital and without 
skilled management it was impossible to run them. The workers 
remained in possession, but production ceased, and the Government 
was faced with a dangerous tmpasse, in which the application of military 
force to eject the workmen might have precipitated a political revolution 
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of the first magnitude. In these circumstances the Premier, Signor 
Giolitti, intervened, and recognising the claim of the workers for a share 
in control, promised to introduce a Bill providing for “ Trade Union 
participation in factory control.” The phrase is a familiar one, but 
until Giolitti’s actual proposals are before us it is impossible to say 
definitely what measure of control will be conceded. It may be noted, 
however, that the creation of an Industrial Parliament of employers 
and workers with legislative power is also foreshadowed. 
According to The Times— 

The men are in future to be the sole arbiters in labour management, conditions 
of employment, sanitary and factory regulations, and the relations between 
employers and employed. They are to have equal control with their employers 
over the purchase of raw materials, the fixing of sale price, the export organisation, 
and indeed every essential department of the management of industry. In return 
the only concession the men have made is a promise to increase production, a 
promise so vague as to afford no means of controlling its execution. 

On this basis hostilities have ceased for the time being, but if these 
terms really represent the nature of the control which it is intended to 
concede, the employers will get out of business as quickly as possible, 
and the folly of Giolitti’s surrender will speedily be reflected in the position 
of Italian trade. Already Italian credit is feeling the effect of her 
parlous industrial position. 

* * * 
The Premier and the Miners 

At the time of writing it is uncertain what attitude the majority of 
the miners will assume towards the datum line proposal, but business 
men who, for very good reasons, do not always see eye to eye with 
the Premier, will unhesitatingly approve his references to the con- 
troversy in the Llandudno speech. Having postulated his desire for 
dealing fairly with every demand which comes from men who con- 
tribute to the wealth of the nation, Mr. Lloyd George added: “But I 
am equally resolved that whatever happens you cannot surrender the ` 
rights of the community to any minority, however powerful. If a 
minority can hold up the community by denying to them the necessities 
of life there is an end of democratic government in this country.” If 
this bold declaration be generally accepted as a principle, it sounds the 
knell of the strike and the lock-out as methods of industrial controversy. 
But what is Mr. Lloyd George going to put in their place? They are 
“final arguments ” which generally settle the dispute one way or the 
other. Public opinion is with him in condemning them as methods of 
barbarism. There is no piece of legislation more urgently needed than 
the setting up of machinery by which the differences between Capital 
and Labour could be adjusted with such impartiality as would command 
the respect of both sides, and the outcome of which should have the force 
of law over a certain definite period. 
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The Failure of Excess Profits Duty 


By Goprrey OHEESMAN, F.R.G.S., F.S.S., 
General Secretary, National Union of Manufacturera (Inc.). 


I IMAGINE that there are few people in the City of London who 
have had a greater opportunity of studying the disastrous effect. of 
Excess Profits Duty than myself; and for the very obvious reason 
that, as General Secretary of the National Union of Manufacturers, 
I have to deal with all the correspondence, and thus become aware of 
the numerous cases of hardship which have been caused by this 
iniquitous tax. They are absolutely forced upon my notice. 

When the tax was originally introduced, it was undoubtedly intended 
to apply to those who were making their fortunes out of the country’s 
misfortunes. But my Committee at once foresaw that this tax was one 
which would lead us into National Bankruptcy, and therefore we 
approached the Chancellor of the Exchequer and requested that he 
should abolish it. He agreed then to reduce it from 80 per cent. to 
40 per cent. He was still pressed by our deputation of manufacturers 
to get rid of it altogether, and he replied to our President, Mr. George 
Terrell, M.P.: “I cannot do that this year.” 

We naturally concluded that E.P.D. would be omitted from his next 
Budget, or that at any rate it would be considerably modified, to 
perhaps 20 per cent. The deputation felt that they were entitled to 
take Mr. Austen Chamberlain’s remarks as a pledge, and when they 
found that the tax had been increased to 60 per cent., they were 
utterly amazed. 


Crushing Taxation and Its Effect 


I confidently assert that in the whole history of commercial 
England, there has never been such an iniquitous and crushing form 
of taxation forced upon the trader. 

At our second interview with the Chancellor of the Exchequer, we 
pointed out to him exactly what would happen—and it has happened. 
We told him that industry would languish, that firms would be thrown 
out of business, and that unemployment would become general. Just 
what we forecasted has happened, and I will quote only a few cases. 
Tf I enumerated only half of those which have come under my notice, 
I should take up the whole of this issue. 

For instance, one responsible firm informed me that they had 
already paid in E.P.D. an amount equivalent to seven times their total 
paid-up capital. Another concern, where there are five partners, all 
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brothers, who are working up a business to recover trade from the 
Germans, found that the whole of the taxation which they had to meet, 
including E.P.D., was such that all they were receiving for themselves 
was equal to only 84d. per hour for the time which they worked, whereas 
the Trade Uhion workpeople were getting Is. 93d. per hour. 

What encouragement ! 

Only the other day I received a letter from a firm who, in their turn, 
had built up a good business in the manufacture of metal household 
necessities. They stated that the articles which were now pouring in 
from Germany at a cheap rate were killing their trade, and were coming 
in such quantities that they were forced to cease manufacturing them 
and to buy direct from their late enemies, because with the enormous 
taxation which they had to face they could no longer compete. It is 
believed by many, and I am inclined to agree with their view, that 


. Germany has no intention of paying her war indemnity, but is devoting 


Sal 


every halfpenny she possesses to dumping her manufactures upon this 
unfortunate country. The ultimate result of this will be easily foreseen. 

But, after all, one gets back to the fact that the main trouble is 
E.P.D. A great deal has been said about the cultivation of bur own 
industries, and, although no definite pledge was given to manufacturers 
as to what would happen, they were led to believe that beneficial results 
would accrue and that trade would be regained. They were urged to 


' expend money in securing German trade and winning back those 


industries which had been lost in the past. 

Buoyed up by these hopes and anticipations, they put their backs 
into it. They raised more capital; they extended their premises ; they 
augmented their plant ; and, as a natural consequence, they were able 
to give more employment. And to-day they are literally thrown upon 
the dust heap. 

There is no Anti-Dumping Bill, there is no National Legislation, and 
the Merchandise Marks Act is practically suspended, leaving us at the 
mercy of the unscrupulous foreign competitor. 


The American View 


I overheard a very interesting conversation between two Americans, 
just recently. They had decided to stay in London for three months, 
and they had only been here for about three weeks when they came 
to the conclusion that they would spend the rest of their holiday in 
Belgium and Italy, going as far south as Rome. They said that every 
man whom they had met in London was so depressed, so worried, so 
much at his wits’ end through over-taxation, that they had become 
depressed themselves, and had decided to seek more cheerful 
surroundings. l 

One remembers to-day—indeed, one cannot lose sight of it—that 
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there were frenzied appeals made during the war to people to show 
their patriotism by supporting the Government. Endeavours were 
made to squeeze out every halfpenny for War Bonds, War Savings 
Certificates, and for innumerable charities. 

Now the money has gone, but the debts are still owifg and there 
is nothing whatever left to meet them. 

If E.P.D. had been withdrawn, if the Merchandise Marks Act had 
been rigidily enforced, if a proper National Policy had been declared, 
we should have been upon the high road to becoming once more the 
workshop of the world. 


Labour’s Little Way 


Apart from excessive taxation, there have been the unreasonable 
and paralysing demands of Labour. 

If these demands were not at once met, then an immediate strike 
was threatened; and, in many cases, to avoid Labour trouble, these 
demands were granted. 

But what does it mean ? 

It means that every time there is an increase of wages, higher prices 
follow, and it becomes increasingly difficult to retain our markets against 
the competition of foreign countries, which are in a better position than 
we are as regards Labour. 

I heard only the other day that a member of this Union had become 
so depressed and embarrassed by over-taxation, that he decided to close 
his factory down. 

It was, however, necessary to work up the stock with that object 
in view, and as soon as the workpeople heard about this they refused . 
to do another stitch unless they received double wages. This is a fact. 

The greatest necessity ts economy, but it is for the Government to set 
the example and to do away, at least, with all those departments which are 
not absolutely necessary. 

But what do we find? One example will suffice. An important 
Sheffield firm are being worried to death by the Department of Muni- 
tions Finance, Ministry of Munitions of War. The Department 
threatened them with dire penalties unless they filled in an inquisitorial 
form relating to certain classes of steel and iron held so long ago as 
April of last year, or seventeen months after the cessation of hostilities. 

A great deal of correspondence has taken place between the firm 
concerned and the Department, from which I quote. On the 
16th September the Department wrote: “ Notwithstanding repeated 
requests you have not yet forwarded to me the required return of your 
stocks. I am to point out that in the event of your having held at 
30th April, 1919, more than 100 tons of Steel and Iron, your failure 
to make the return constitutes an offence under the Defence of the 
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Realm Act, for which you are liable to prosecution, and to request that 
you should immediately complete and send to me the form of Return 
already in your hands to avoid the necessity on my part of instructing 
proceedings against you. 

- “Tf your stock at 30th April, 1919, did not exceed 100 tons, I am 
to request you that you will complete and return to me a declaration 
to that effect.” 

To which the firm on the 22nd September replied: “ We are not 
only absolutely amazed to have such evidence of Staff still being occupied 
in compiling data of no earthly utility, but angry beyond measure to 
think that the public funds are still thus being frittered away, when we, 
and other manufacturers, are struggling under most onerous conditions, 
due to strangling taxation, to keep our heads above water.” 


The Treasury's Unfair Demands 


The Treasury are now pressing for payment of E.P.D.; indeed they 
are demanding payment whether the money is available or not. A 
typical case was placed before me only a few days ago. The firm in 
question found that they could only manage to pay E.P.D. in instal- 
ments of £5,000 per month, starting from the Ist January. This the 
Treasury absolutely refused to accept, and demanded £10,000 down 
and £6,000 per month. The question ts: What is going to happen ? 
Are the Government going to force these unfortunate people into 
bankruptcy ? Are they going to compel them to realise their assets 
under the hammer and discharge their workpeople ? In addition, this 
firm will have to find a huge sum of money for ordinary Income Tax. 

It is difficult to believe that the Government are purposely destroying 
Industry, but if not purposely, they are doing it by accident. 

It is equally difficult to believe that the Chancellor of the Exchequer 
has not his difficulties, which must be very great at the present 
moment. He is absolutely at his wits’ end. 

The figures have been published of the first half-yearly yield of 
E.P.D., and they show some {20,500,000 below the estimate! What 
will the yield be when the financial year comes to a close? 


` 


The Government to Govern 


Owing to the Sankey judgment it was conclusively proved that it 
was illegal to restrict imports, because there was no legislation in 
existence which gave the right to protect industries in this manner. 

The markets are made to bear the brunt of foreign competition which 
is so monstrously unfair that many branches of industry cannot stand 
up to it. 

This is mainly caused by the collapsed state of the Continental and 
other exchanges. 
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First of all, there was only a ripple, and finished goods came into the 
country in small quantities, but that ripple has now become a tidal wave., 
_ It is therefore absolutely necessary for the Government to take 
immediate action to prevent the industries affected from being swamped.. 

I venture to suggest that it is no part of the Government’s duty to 
ask manufacturers for suggestions. It is for the Government themselves 
to find the remedy, that is why they are there. 

Tf one consults a doctor, one does not suggest to him what he shall 
prescribe. That is his business and for what he is paid. 

It is the old story of a weak man who finds himself in a difficulty. 
He is immediately crushed, or, as is rarely the case, he asks someone 
what he should. do. 

Very probably he gets sound and good advice. But he does not 
leave it at that, he next asks somebody else, and he may even seek ae 
or four different opinions. 

At the finish. he finds himself a confused. man, with no o single line of 
action, and in a bigger dilemma than ever. 

The Chancellor of the Exchequer has asked, and I believe is going 
to ask again, for suggested alternatives to E.P.D. It is for the Chancellor 
himself to find. .such alternatives tf they extst. He should be the aoe 
master mind in finance and not a mere individual. 


The Tragedy of Cieaiteia Patriotism 

The affairs of, Sopwiths’ have recently: been published -in the daily 
Press, and it appears to me that they sum up the-whole situation. 

_This firm was undoubtedly a great national asset and deserving of 
the respect and gratitude of every British citizen. ~ 

Now they are forced out of business, their workpeople, from no fault 
of their own, are idle and. the record of the whole miserable affair must 
go down to posterity as “‘ The amaeey of Messrs. Sopwiths’ caused by 
E. P. D. a 
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“ Finality ts never reached, and as we go forward so will industrial research be con- 
tinually adding fresh ideas, facts and figures to the science of Management.” 





Nomen et Omen 


By Masor E. A. Paris, R.B., A.M.I.E.E. 


HERE is a tendency on the part of those interested in the big question 

of Industrial Management to consider the term “ Scientific 
Management ” as describing American methods alone. 

Scientific Management does not mean the Taylor system alone, but 
all that is good in the methods advocated by Taylor, Gilbreth, Gantt, 
Emerson, Kneoppel, and the many other notable engineers and others 
who have contributed to the literature of this wide and important subject. 
Scientific Management is not only Time and Motion studies, nor is it 
a Card system, or a method of payment. It is what it says: Management 
methods which are based on scientific facts and figures. 

Over two years ago an article appeared in the engineering press from 
my pen, urging the mistake that many were making in endeavouring to 
apply unadulterated American and Continental methods to British 
labour. I pointed out that we were up against a very different proposi- 
tion, and acting upon that assumption my efforts in applying Scientific 
Management to British workers have never yet met with any labour 
antagonism. As Gantt very truly said: “The manager who ignores 
the human factor is a fool.” f 

Medical science is still science whether practised in this country or 
America, yet Scientific Management is constantly referred to when the 
system is simply Taylor’s system and no other, because I suppose he 
was one of the first to make use of the word “scientific ’’ in connection 
with management. 

Mr. J:Lee, in the very able article from his pen in the October isse 
of BUSINESS ORGANISATION AND MANAGEMENT, says—— 

Scientific Management with its detailed studies of human operations in order 
to ascertain the most efficient method, is being looked upon a little suspiciously 


datas At the same time it has its value as a portion (but only a portion) of a 
sounder and more scientific system of management. 


Now what can be more scientific, than scientific? Because Taylor 
first used the word it should not be considered that his methods only are 
the beginning and end of Scientific Management. 

It is admitted by all interested in the subject that management is a 
science which necessitates studious research in such diverse subjects as 
Finance, Psychology, and Physiology, subdivided into buying, selling, 
handling labour, planning, lay-out, routing, costing, accountancy, fatigue 
studies, sanitation, hygiene, etc., each of which subjects again subdivide 
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into a multiplicity of side issues, which although often appearing unim- 
portant in themselves, yet may have an important bearing when brought 
into conjunction with some other factor in the complete science. 

I use the words “ complete science,” but no science can ever be com- 
plete, finality is never reached, and as we go forward so will industrial 
research be continually adding fresh ideas, facts and figures to the science 
of Management. 

While much good groundwork could be taught in an academical 
setting, it is obvious that management can best be learnt by managing 
or assisting to manage. Many subjects could be taught on a theoretical 
basis, but this would have to be followed by real practice before any 
degree could be awarded. When the Universities-take up the question 
and promote a degree of Industrial Management, then it will be essential 
that part of the curriculum must be in factories, in the same way as a 
medical student must learn his profession practically as well as 
theoretically, by walking the hospital wards. 

Just at present when we speak of scientific management, the names 
of Taylor and other pioneers come into our minds, but this is a passing 
phase, and as time passes we shall connect other names of men of a later 
generation who will have taken an active part in the research of a very 
engrossing subject, s.e., the application of analytical reasoning and 
scientific study to the efficient handling of men, materials and money for 
the increased comfort of the community at large. 

So let me plead for a more general acceptance of the term “ Scientific 
Management ” in a general sense, and not as specially applying to Taylor’s 
or anyone else’s work only. 
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Enormous replacement costs have made the question of Depreciation of great importance. 
This article urges the adoption of the flat rate principle for costing purposes. 





Depreciation and Costing 


By ARTHUR COLES, F.0.1.8., Author of i Company Accounis,” 
“ Guide for Company Secretary,” etc. 


T the recent Costing Congress of an important industry the first 

subject introduced dealt with the current cost of machinery and the 
method of depreciation recommended by the Committee. It was 
contended that the most satisfactory means by which depreciation 
can be brought into overhead charges for costing was by the old method 
known as the diminishing value principle, which amounts to a decreasing 
amount year by year and which would require a period of thirty-five 
years for a 10 per cent. decremental provision on diminishing book 
values. It is my purpose to show that there are many objections to 
such a course, but before these are dealt with it might be as well to 
point out that the Costing Committee appeared to be under the assumption 
that it is necessary to employ the same method of depreciation for 
costing as the one applied in the ordinary books of account. There 
is no reason at all why this should be so, though I am not contending 
that the diminishing value method is entirely undesirable for the general 
books of account. Further, a good deal was said during the Congress 
in this connection on the subject of the futility of adopting a flat rate 
depreciation owing to the attitude of the Inland Revenue authorities 
in connection with Income Tax allowances, but this I submit has little 
or no relation to the point at issue. What manufacturers want to arrive 
at is a method by which they can be assured of adequate and quick 
replacement of their capital sunk in the acquirement of machinery and 
plant. 


Worst Objection to Diminishing Value Principle 
Mention was made above of the fact that thirty-five years are required 
practically to eliminate the cost from the books of the firm at the rate 
of 10 per cent. per annum on diminishing values. This is so. At 
twenty-five years from purchase £70 of a £1,000 machine will still remain 
to represent what some may be pleased to term “scrap value,” and to 
that subject I shall revert later. First I will endeavour to show what 
in the view of many is the worst objection to the diminishing value 
. principle, and this directly arises from the fact that the diminishing 
value is in theory ad infinitum. In other words, one never actually 
eliminates the cost from the books of account for the simple reason that 
something representing a percentage is taken from what remains at the 
end of each year. Let us first consider the position in the books of a 
concern of a £1,000 machine over the period of twenty-five years, and the 
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amount at which it will stand in the books at the end of every successive 
period of five years during that time. The machine, of course, stands as 
a debit for £1,000 at the date of purchase. At the end of the first year it 
is written down to £900 and so on to the extent of one-tenth less each 
year until at the start of the fifth year its value is represented at £590. 
Similarly at the start of the tenth year the machine stands in the books 
at {348 ; at the start of the fifteenth year at £205; at the start of the 
twentieth year at £121; and for the twenty-fifth year at £71. From 
these figures let us assume the compilation of overhead charges in the 
first year of the machine’s use. £100 will be charged by depreciation 
to that year if 10 per cent. be taken. During the tenth year only £35 
figures in the overhead cost for depreciation ; in the fifteenth year only 
£20. Can it be seriously contended that the overhead cost for depre- 
ciation on the £1,000 machine should be so much less ten or fifteen years 
after installation than it is in the first year of its existence? If there 
must be differentiation I submit that the heavier amounts per annum 


should figure in its declining years. 


Repairs and Renewals 

Whilst on this topic J am not overlooking the fact that a prominent 
member of the Costing Committee pointed out that although less amounts 
are written off year by year, the cost of repairs and replacements increases, 
but my experience, and that of many competent manufacturers, will 
bear out the assertion that in the average plant very little money indeed 
is required for repairs and replacements during fifteen or twenty years 
of a machine’s life—certainly not enough to make up for the decreasing 
amounts charged year by year by the diminishing depreciation process. 
For a further illustration, take two machines of precisely the same make 
and as nearly as possible the same pattern, one purchased ten years 
before the other, we will assume for the same amount, though that is 
improbable, even in ten years of peace. The first of the two machines, 
will bear only a third of the depreciation as compared with that charged 
to the last, yet both are very probably capable of the same output, 
requiring the same standard of machine-minding, and in addition it is 
just possible that not more than a £5 note has ever been expended on the 
old machine for repairs or replacements. It will be perhaps as well further 
to illustrate the position of a collective plant, we will say of ten machines, 
all of which have been running for ten years without addition during 
that period. If the machines cost, let us say, an average of £500 each, 
or £5,000 in all, the depreciation in the first year will amount to {£500 
per annum; in the tenth year the depreciation chargeable is only £174, 
because what was originally purchased for {£5,000 has been written 
down by a process of one-tenth of the annual book values year by year 
until these ten machines stand in the books at £1,740. Now would this 
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be a sound principle for comparison in considering the statement for 
establishment charges for the first year and the tenth year with the 
great difference of £326 for depreciation alone ? 


Advantages of the Flat Rate Principle 

The flat rate principle gives us an alternative of taking the same 
amount every year until the original cost of the machine has been 
provided for out of the cost of running the business. Fifteen years is not 
too long a period in which this should be done, but to keep something in 
hand, so to speak, certain manufacturing firms have adopted the principle 
of writing off 74 per cent. of the original value annually which will replace 
the cost of the machine in approximately thirteen and a half years. In 
talking this matter over with important employers in the industry 
concerned of thirty to forty years’ experience, they agree with the view 
that each decade has marked a considerable amount of progress in the 
improvement on all types of their machinery. We all know that the 
march of invention as applied to productive apparatus has been most 
rapid both as regards the quality of output, but more especially as to 
quantity. Both these factors of improved output and excellence of the 
finished product are accompanied by a certain increase in the cost of 
equipment. Let us suppose that we had not been disturbed by abnormal 
conditions such as the fearful consequences of the recent world conflict 
which, as all have found, has sent up the cost of everything in the way of 
machinery from 200 to 300 per cent. in the past six years. If we had 
enjoyed uninterrupted peace for the past ten or fifteen years it could 
not be contended that the price of a machine now and ten or fifteen 
years ago would not have shown very much advance. Take the period 
preceding the war. In 1904 a certain machine which cost £340 had 
increased by 1914 to just over £500. This is approximately a 50 per 
cent. advance in ten years, and may be said to indicate the upward 
tendency of prices in a general way without the economic disturbances 
of war. What then, with this in view, should we aim at when considering 
the question of replacement values ? Is it enough to say that we should 
replace the value of a machine in fifteen years at its current value when 
we know from experience that the successor to a machine at present 
in use would cost, we will say, 50 per cent. more ten years hence solely 
through the lapse of time, or from obsolescence? Let us point out 
here that obsolescence does not always mean mere lapse of time. It 
is more aptly applied to the factors which arise from the improvements 
which are effected to make the implements we employ more profitable 
in use and possibly more effective in turning out their product. With 
these considerations before us it certainly would be more prudent if 
we arrange for replacement value in the time which has been advocated, 
„say thirteen or fifteen years. A machine purchased fifteen years ago 
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would have been paid for out of profits, and it would still remain as an 
effective factor for the purposes of production, and would in the mean- 
time have contributed considerably towards the purchase of an improved 
machine either to serve as the original machine’s successor OT to augment 
the output of the factory. Some will say—" Yes, but if I employ the 
flat rate principle in my books as well as in my costs, in thirteen years 
I have nothing amongst my book assets in the shape of machinery 
because it has all been written off. Not even scrap value remains.” 
Another will say—“ I should be endangering my position when consider- 
ing the question of value for insurance purposes.” The answer to this 
is perfectly simple, and we have had a very apt illustration in this regard 
in connection with the value of plant during the recent political and 
economic upheaval. This has forced upon everybody the need for a 
periodical valuation of plant, and whether a depreciation basis on 
diminishing value or a flat rate value be employed a valuer should be 
called in to take an inventory and valuation every few years. War or 
no war, decennial valuations ought to be the rule. I hold no brief for 
the valuer, but, like the doctor, he is indispensable when the circum- 
stances of such a situation demand his advice. Notes should be made 
in the accounts of the Private Ledger giving the values as arrived at by 
such process of valuation to compare with the amounts appearing in 
the ordinary books of account. 


Base Depreciation on Present Day Values 

I find that quite a number of firms have had their equipment valued 
during the past year, and are basing their depreciation for costing upon 
the figures given by the valuer instead of taking depreciation upon value 
shown in the books of account, and it seems to me that this is a course 
which should be generally pursued throughout most manufacturing 
trades. There must be vast numbers of firms who are still working on 
the depreciated value of machines purchased at pre-war rates which, 
after being written down on the basis of diminishing values will figure 
in the books to-day at somewhere about one-third or one-fourth of their 
cost six to ten years ago, yet the value of that plant if purchased to-day 
would undoubtedly amount to 250 or 300 per cent. of the cost in pre-war 
days, and in order that costing should be placed upon a fair basis, and as 
nearly standardised as possible for each industry, surely it is necessary 
that the rates of depreciation should be placed upon a uniform basis. 
It will never do to have some firms in a given trade arriving at their 
costing figures with a depreciation account at one-third or one-fourth 
of the same item for costing in other houses. 

As opposed to the suggestion of valuation it was urged at the Con- 
ference in question that in calculating depreciation for costing purposes 
the amount taken normally on the diminishing value basis of 10 per 
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cent. should be augmented to the extent of a like amount, thus if £1,000 
were the balance in the books for plant, £100 would represent the 
depreciation for book-keeping purposes and also the return to the Income 
Tax Surveyor. It is this Costing Committee’s plan to add another £100 
in order that depreciation for costs should in their opinion be adequately 
provided. They further suggest that if the machinery is very old and 
has been consequently subjected to a long period of diminution it might 
be necessary to take not twice, but even thrice, the value of the normal 
depreciation at 10 per cent. on book values. I cannot believe that such 
a procedure is a sound one. It would be much better if the proprietor 
were placed in possession of the actual value of his plant as nearly as a 
competent valuer could assess it, and if he submitted his establishment 
equipment to the process of valuation and afterwards applied depre- 
ciation at a flat rate on the basis of that valuation he would be acting 
upon much sounder principles. Ask half-a-dozen factory owners their 
opinion as to the state of their plant. No two of them of any particular 
trade would come to the same conclusion on questions of obsolescence 
or economy of output. Under these circumstances, how could they 
be expected efficiently to determine the requisite amount of depreciation 
to be added to the amount normally shown in the books of account ? 
The process of valuation founded on up-to-date prices would remove 
` the grave danger of assessing depreciation at too low a figure. 


Necessity of Special Reserves 

It is good to know that the Costing Committee referred to recommend 
the establishment of special reserves for replacement of machinery. 
This is one of the most prudent steps the owner of plant can take. He 
should not be content merely to regard the sum he sets aside in his own 
books for writing down values, and treat the sum he includes in his cost 
accounts as a provision only for the wear and tear and obsolescence 
of his plant as figures fitting in with and disposing of the schemes of 
things. Strictly speaking, reserve accounts ought to be opened in every 
business for all sums provided for year by year against depreciation 
under the costing scheme employed, not under the depreciation provided 
for in the books of account. The proprietor should even go further, 
and supposing each year he is setting aside {500 charged to his cost 
accounts, that money ought to be taken from the finance of the concern 
and invested in gilt-edged securities to the best advantage, together with 
interest accruing from such investments from time to time, thus creating 
a Sinking Fund. This fund can be drawn upon at any time to the 
extent set aside for the purpose of purchasing additional plant. There 
are not a few firms who follow this practice, and it may be said that as 
a general rule such firms as take this prudent and very wise precaution 
are the very ones found to be expanding the most rapidly. 
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Two Comparative Tables 


To illustrate fully the effect upon the books of account and the 
amounts to be charged into the costing system I have prepared two ` 


TABLE A 
DEPRECIATION ON DIMINISHING VALUE BASIS 





c emg Depreciation Balance w= 








Additions Total val calculated Val t 
jae each year, at end of sa 10% at cad of end OF sath 
i each year, year 
£ £ £ £ É 
Year 1 12,500 2,500 15,000 1,500 13,500 
Year 2 13,500 500 14,000 1,400 12,600 
Year 93. 12,600 pin 12,600 1,260 11,340 
Year 4 . 11,340 860 12,000 1,200 10,800 
Year 5 . | 10,500 1,760 12,500 1,250 11,250 
Year 68 11,250 250 11,500 1,150 10,350 
Year 7 10,350 — 10,350 1,035 9,315 
Year 8 9,315 85 9,400 940 8,460 
Year 9 . 8,460 — 8,480 846 7,614 
Year 10 . 7,614 — 7,614 761 6,853 
Year 11. 6,853 3,147 ` 10,000 1,000 9,000 
Year 12 . 9,000 2,000 11,000 1,100 9,900 
Year 13. 9,900 100 10,000 1,000 9,000 
p Gd 
TABLE B 
DEPRECIATION OF FLAT RATES 
! 
De tion ! 
Commenang at 74% on | 
Values = | add al | Starting | , MS Pi Finni 
PATA ea pe ead total | balances” Gi i Mi aäditions:. | balancas 
end of year. Pee 
£ A £ $ £ 





OOND Git Gb 


tables showing the application in the first (A) of a 10 per cent. decre- 
mental value depreciation applied to a plant with intermittent additions 7 
for extra plant throughout a period of thirteen years, giving remainder a 
values year by year as shown in the ordinary books of account. The 
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other table (B) is compiled upon the basis of applying depreciation 
on a flat rate principle at 74 per cent. per annum on original and 
cumulative values for the same period, using the same figures of original 
value and annual augmentation of plant in both tables. These tabular 
statements were taken from an actual case in point in pre-war days. 


An Instructive Analysis 

From a close inspection of the two methods it is demonstrable that great 
fluctuation of the depreciation charge is found in the first, while the 
second exhibits a steady rise. Table A, which contains the diminishing 
value for depreciation at 10 per cent.,shows in the main the gradual 
decline of annual values for depreciation notwithstanding somewhat 
heavy additions which took place every few years. It will be noticed 
that the lowest ebb, so to speak, of depreciation, is reached in the tenth 
year, when in spite of the addition of some £5,500 to the original cost 
of the plant, very little more than half of the depreciation is charged 
in the tenth year as compared with the first. In the three following 
and last years the depreciation rises to only about one-third more than 
the tenth year in spite of another purchase of some £5,000 worth of 
machinery. Surely it cannot but be contended that the resulting com- 
parison for depreciation thus charged in the cost accounts from this 
example reveals something very unsound, for we have £1,500 for the 
first year; {761 for the tenth year; and about £1,000 each for the three 
closing years of the period as chargeable for plant which originally and 
throughout the period cost altogether some £22,000. The position 
after the ninth year is serious. Now as a contrast, take Table B, which 
exhibits the same plant for a like period subjected to a writing down 
process on a flat rate basis of 74 per cent. It will be seen that in this 
case the suggested depreciation to be charged to cost accounts is gradually 
on the up grade throughout the thirteen-year period, and this surely 
much more adequately represents a suitable figure to charge year by year 
for this very important item in costs. Remember that in both tables 
the same figures are taken with the exception of the different treatment 
of depreciation. What do we find for residual values at the end of the 
thirteen years under both processes? The net residual value under 
Table A is £9,000; the net residual value under Table B is £6,346, and 
my contention is that at this period whether the diminishing rate method 
be employed or the flat rate, it is of vital importance to have the plant 
re-valued every ten to thirteen years. It is of course much more necessary 
to do so in times like the present owing to the great disturbances we 
have experienced, but it is almost equally necessary to call in valuers 


“a, even when the country has not been disturbed by international chaos. 


' These periodic valuations are a vital necessity in more senses than one. 
Every business takes stock of its raw material and manufactured goods 
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once or twice a year. Every business, whether rapidly expanding or 
only moderately so, would be the better off if it similarly enquired into 
the market value of its productive plant once every decade, if only to 
arrive at a sound figure for adequate depreciation for costing as regards 
that plant. Then again, valuation is necessary in view of what has been 
shown from both the tables given with this article, but the written 
value of machinery is in all probability greatly exaggerated even after 
five or six years, and this ratio rapidly diminishes as time goes on. If 
the book values be taken, grave danger is being run of under-insuring, 
but apart from that it is better to know the market value of one’s fixed 
assets of this description rather than to go blindly on under-charging 
depreciation and possibly under-insuring very seriously. 


Scrap Values 

Something was said at the commencement of this article in connection 
with “scrap values.” Some of the highest-class manufacturers known to 
the writer regard the term “scrap value” asa bogey. One has even gone so 
far as to declare that scrap value should never represent anything beyond 
the mere melting down of the metal of which the machine is composed, 
for the simple reason that if such a machine be disposed of in the open 
market it possibly falls into the hands of an unscrupulous cutter of prices 
doing indifferent work, and so becomes a menace to the trade in the 
locality. That perhaps is an exaggeration. Nevertheless, it probably 
creates an evil if indulged in too flagrantly. There will always be room 
for the used-up machine from the workshops, but if too many of them 
exist it will certainly be a drawback to efficient products and fair costs. 

There can be no shadow of doubt but that Costing Committees 
during the past seven or eight years have wrought a marvellous change 
for the good in the industries they cover, and I should be the last to 
belittle their wonderful achievements. In what has been written in this 
article it is hoped that the discerning manufacturer will see that this 
important question of depreciation—possibly the heaviest item which 
figures in overhead charges—is one which demands the very closest 
and most mature consideration. There seems very slight possibility 
that the future, either immediate or more distant, holds out much hope 
for any appreciable decrease in the cost of machinery. It is obvious, 
therefore, that the most prudent course is to provide for replacement 
on its worst terms. We are, as it were, like the Chancellor, budgeting 
for posterity, and it is incumbent upon us to postulate an ever increasing 
cost for equipment. The means for provision of replacement must 
not, therefore, merely be remunerative, but sufficient to meet our wants 
in the years ahead. 
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Long Firm Frauds 


By Ernusr RIGBY 


How to Avoid Victimisation 


HOSE “business” gentlemen who endeavour to get goods without 

paying for them are again on the warpath. And, furthermore, they 
are finding that the obtaining of goods on credit to-day is quite a “ simple” 
matter. This is owing to the very clever methods adopted by these 
crooks. 

When a purchase is made—usually a small “ parcel” is bought in 
the first instance—the order is sent through the post. Invariably, 
the business address of these bogus gentlemen is one some distance 
away from the house it is intended to defraud. 

London will work Manchester, Liverpool, Newcastle, and towns 
in the North. When “played” from Manchester the London Houses 
are usually attacked. J have just seen an order from a firm (?) in London 
addressed to a Manchester House asking for certain samples to be dis- 
patched, stating prices, terms, etc., and it was pointed out that subject 
to prices being satisfactory, it was probable that substantial orders 
would follow. Samples were sent giving the particulars asked for and 
a request was made for references. The order, it might be stated, came 
from a business street, the stationery was first class, well got up with 
telephone number, telegraphic address, and no one would have been 
suspicious—unless previously bitten—that everything was not quite 
as it appearéd. Two London Houses were given as references. Both 
replies were most satisfactory— 

Firsi— 

We have done business with the firm named for a considerable period, and 
payments have always been made to our entire satisfaction. Parcels up to £200 
have been sent, and‘on no occasion have we had to write for a remittance. 
Second— 

Considered quite trustworthy and safe for credit within reasonable limits. 
We have been doing business with this firm for the past five years, and render 
statements monthly ; payments have always been made on the 20th of the month 


for goods purchased the month previous. We have given credit up to £250, and 
should not hesitate to credit a larger amount if required.” (This ts artful.) 


On these references an order was executed—as already mentioned 
this was only small—and here comes into play the astuteness of these 
gentry. They did not wait for a statement to be sent in in the ordinary 
way, but remitted against invoice less 3ł per cent. discount. A week 

W later, a further order was sent in, but in this case it was much more 
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substantial than the first item ; the account was referred to, and when 
it was seen that not only were the references satisfactory, but that the 
first purchase had been paid promptly, no hesitation was made in passing 
a further order. This, however, was not paid with invoice as before, 
but after writing for the account in the usual way when overdue, the 
letter came back marked ‘‘ Gone, No Address.” Later, the firms were 
written to who had given the satisfactory references, and these letters 
were also returned, one marked “ Gone Away ” -and the other “ Not 
Known.” 


Some Useful “Safety First ’’ Hints 


One satisfactory method to prevent being victimised is to deal with 
such enquiries on the following lines— 

When an order is received from a new House and references are asked 
for and obtained, only such references should be accepted that are from 
Houses which are well known. Where replies are received from old 
established Houses the matter is quite straightforward and no anxiety 
should be experienced, away from the ordinary trade risks, but in the 
event of a House not being known to the firm making the enquiry, it 
behoves business people to get some information about the reference 
House. This can be done in two ways: (1) Put an enquiry through a 
trade society—most business Houses are subscribers to one or more 
societies for making their ordinary enquiries—asking to be furnished 
with particulars respecting the firm, how long established, class of goods 
sold, and general financial standing. If the reply comes through— 
established some years—and other particulars are satisfactory, this 
should be fairly sufficient. If the reference House has only been in büs- 
iness a Short time, cash should be demanded. (2) In case the information 
is required very urgently, a visit to a reference library would enable the 
enquirer to see from a directory whether or not a firm had been in business 
for some years, as no trouble is usually experienced in obtaining directories, 
for some years back. The essential thing, however, is that whatever 
means are adopted, particulars should be always obtained regarding 
the standing of firms replying to enquiries in order that one may be 
assured the references obtained are genuine ones. 


oh 
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“ The hostility of the worker to scientific management is largely due to the idea that 
this is an employer's device for increasing profits.” 





_ The New Management 


By A. P. M. Fresana, 0.B.E., M.Sc., M.I.E.E., and 
J. QG. Prarom, B.Sc. (Eng.), A.M.I.H.E. 


[This series commenced in last month's issue with “ The New Management in the 
United States.” The third and fourth articles will deal respectively with “ Factors 
in the New Management” and ‘‘ The Literature of the New Management.’’] 


2. The New Management in Great Britian 


I“ the previous article the influence of industrial and other conditions 
obtaining in the United States on the development of scientific 
management was emphasised. Vast natural resources and great ingenu- 
ity and enterprise on the part of native Americans, combined with a 
shortage of labour, led to the use of labour-saving machines, tended by 
nnorganised immigrants who entered with readiness into the race for 
wealth free from traditional restricting influences. 

At the present time the disadvantages of the lack of permanence of 
some of these conditions are being acutely felt. The high wages obtained 
by labour during the war and the existing exchanges are resulting 
in the return of many immigrants to their European homes, where their 
savings may represent a considerably enhanced purchasing power. It 
is estimated that their total numbers may reach about a million during 
the current year, and while from the communal point of view this may 
not be excessive, undoubtedly the loss of the accumulated manufacturing 
experience by this migration is serious. Those who remain are demanding 
better conditions, and the problem of the negro is assuming large 
proportions. 

The population of the United States in itself would not increase 
without the introduction of more fecund European races. Economic 
progress, however, has affected parts of the old world as well as the new, 
and during the pre-war period, as a consequence of their increased 
prosperity, Great Britain and Germany contributed a diminishing pro- 
portion, Russia and Italy an increasing proportion, of those entering 
the States. While the Slavs and southern races have entered industry 
and met with a considerable measure of success, they do not equal the 
northern races in reliability and steadfastness, neither have they the 
same individual ambitions. American industry tends therefore to lack 
those strata of labour corresponding to the English or Irish foremen 
and craftsmen, and great inducements have to be offered to get techni- 
cally educated men to occupy executive positions in manufacturing 
industries, to make good labour deficiencies. While in some respects this 
is desirable, the absence of men of prolonged practical training, a dis- 
tinguishing feature of British industry, is a handicap to American industry, 
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and intensifies the tendency to eliminate work not demanding craft 
skull, which must inevitably restricty American. capacity to compete in 
certain industries! particularly somie of the “ Key ” industries. 

Again, heavy transport in America is, practically confined to the 
railroads. The expense of well-made high-roads indicates some of the 
disadvantages of mere size. The vital influence of transport cannot be 
neglected, and in this respect the comparative smallness of Great Britain 
and the close proximity of manufacturing centres connected by well- 
made roads for motor transport as well as by rail affords an advantage 
by no means negligible. 

. The most damaging feature of the industrial situation in the States 
at the present time, however, is the attitude of employers to labour. 
The majority of workers, about 80 per cent., are not organised, and the 
desire on the part of employers to get large outputs per man has enabled 
both parties to obtain handsome returns. It would, however, be idle 
to pretend that the workers are now satisfied merely by high remunera- 
tion, and strikes are common. They desire some voice in determining 
conditions of employment and working, but the American employer does 
not recognise the trade union or its claim to bargain on behalf of or even 
to represent its members. These questions of recognition and collective 
bargaining have in the main been settled in Great Britain and the 
machinery which is being so slowly. but surely built up to deal with wage 
disputes and for ensuring joint consideration of problems arising, such 
as Industrial Councils, will give this country an enormous advantage 
over not only the United States but other industrial countries. The 
recent attitude of American employers, which caused, for instance, the 
breakdown of the Washington Conference, suggests that they have not 
learned the lesson of British experience. The future of industrial 
management in any country is influenced by no factor more than by 
the position and attitude of labour, and on this alone the development 
in Great Britain will necessarily differ profoundly from that in any 
other country. 

A factor influencing the relations between American employers and 
workers not fully realised in this country is the ignorance of the English 
language on the part of many immigrants. This ignorance must inevit- 
ably remain a great barrier to attempts to provide any common ground 
between the two. Consequently many works have commenced classes 
and schools primarily for teaching English. Doubtless the apparent 
helplessness of the immigrant labouring under difficulties in explain- 
ing himself is partly responsible for the paternalism characteristic of 
American welfare work, often so excessive as to sap the self-respect 
and independence of the worker. Differences in language and race are 
also a bar to labour organisation. 

Some of the advantages which have accrued as a consequence of the 
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war, and which Americans hoped to retain, may prove disappointing to 
them. The present large mercantile marine, for instance, cannot be 
carried on permanently under the American flag unless the vessels can 
be manned at least in part by American crews. The majority of the 
people, however, do not live on the seaboard and have little knowledge 
of or desire for seafaring. 

Finally, much of the wealth acquired by the States is not being 
spent productively. There is an enormous wastage in personal expendi- 
ture, food, and in luxury trades, which not only means intrinsic loss, 
but also a weakening of the discipline imposed by small earnings and 
thrifty habits. 

In considering therefore the manner in which improved technique 
m management may be applied to British industries, it is necessary to 
bear clearly in mind the fact that it is not essential—in fact, not desir- 
able—to transplant American methods without change, for our prob- 
lems are not theirs. Consideration of British conditions will assist in 
crystallising the situation. 


Character of British Industries 

Export Marxets.—Unlike America, Great Britain subsists largely 
on export trade. This trade has grown from small beginnings and 
ramifies over the whole civilised world, and is closely interwoven with 
our banking system, mercantile marine, and foreign investments. It 
implies not only a variety in one type of product, the existence of which 
is incompatible with American methods of standardisation and mass 
production, but also types of products which do not lend themselves to 
production by such methods. These products will therefore probably 
not be manufactured in America, where a line of goods is standardised 
when there is a wide public demand, or where mass production is com- 
menced and a demand created by suitable publicity. In such cases, 
the public has to take not what it requires, but what it is offered, a 
position not camouflaged by specious selling arguments. An industrial 
policy of close standardisation cannot exist along with a policy of giving 
the customer what he requires, right or wrong, good or bad. In this 
respect Great Britain pursued a pre-war policy, open to criticism from 
both flanks according to the point of view, midway between that of 
the States and that of Germany, which was a younger industrial country 
compelled to find markets where it could, and to take risks, which an 
established position renders unnecessary, in giving the customer what 
he requires at all costs. Asa policy it doubtless best meets our industrial 
requirements, set by a steady demand for goods of diverse kinds. 

The difference between American and British methods may be 
illustrated by a manufacture such as that of motor-cycles, now an 
essential industry. In America the few firms producing these are large, 
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with wide ramifications at homie and abroad, although the latter have 
only been developed during the last few years. In Great Britain, with 
half the population and probably a smaller proportion of users of motor- 
cycles, there is a bewildering variety of even relatively large makers, 
many times the number in America. The consequence 1s that individual 
British firms can set out to gratify personal likes and dislikes on the 
part of potential customers in a manner impossible in America, and 
the worst sins of British manufacturers, lack of imagination in develop- 
ing export trade, weakness of arrangements for supplying spare parts, 
and high prices do not succeed in killing the demand arising from this 
desire for personal satisfaction and for excellent workmanship. In 
many industries, such as textiles, this question of variety of form or 
design due to difference in taste is of great importance. Where, how- 
ever, purely mechanical products are concerned, the aesthetic factor 
does not enter, and British makers are at a disadvantage, only now 
being removed—without destroying the individual initiative which is 
responsible for the existence of many smaller firms—by a process of 
aggregation of loosely combined units in which unified purchasing, 
manufacturing, and selling policies can be pursued and resultant 
economies secured. 

ATTITUDE OF LaABouR.—While many of the manual workers in British 
industries have no very clearly-defined political ideas regarding industry, 
the more articulate trades unionists practically succeed in obtaining 
recognition as the authoritative voice of labour, and their opinions are 
largely reinforced and frequently created by a small but intellectually 
active group, mainly from the Universities, who are attached to various 
labour organisations. The trades-unionist is politically most active as 
a producer, although through the co-operative movement the worker 
presents an organised opinion as a consumer. The clash of interest of 
the worker as producer with the worker as consumer occasionally provides 
some odd contrasts, as, for instance, when the National Union of Railway- 
men supports by a minority of one among the unions the demand of the 
London Underground Railways for an increase in fares on the grounds 
that only a company making a wider margin of profit could afford to 
give good wages, or when the labour representatives for a dockyard 
town in Parliament is authorised to vote against decreases in the naval 
estimates to which the Labour Party as a whole may be committed. 

On the whole the tendency is for British labour to regard industry 
as a means of satisfying demands rather than as a means of making 
money. Applications for wage-increases are made not wholly to raise 
standards of living. The motive, at least partially, is to lessen profits, 
and the average British worker can scarcely be called ambitious to earn 
very high wages. At the same time, many labour leaders recognise 
that the determining factor in nationalisation or any other form of 
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industrial control is, under conditions of international competition, not 
sentiment or so-called industrial democracy, but simply efficiency of 
production. The hostility of the worker to scientific management is 
largely due to the idea that this is an employer’s device for increasing 
profits, or more generally, that it results in speeding up the worker, 
who objects to being treated as a machine. For this reason, manage- 
ment in Great Britain will be most efficient when workers have no cause 
for these objections and when all prejudices are removed, and it would 
therefore appear that efficiency, like happiness, is best achieved not 
when sought for as an end in itself, but when it comes incidentally, the 
main aim being the complete recognition ,of the human factor. 

On the whole labour has no objection to improved methods which 
eliminate waste and cut down costs. Workers appreciate improved 
management, but they object to methods of management which appear 
to remove from them all initiative and which fail to take account of 
differences between men, or between the capacity of one man at different 
times under different circumstances, or which place one man at a dis- 
advantage as compared with his stronger fellow. 

Trades-unionism is exceedingly strong, the numbersg,of organised 
workers being about five millions. On the whole, the unions are fully 
recognised by employers, wage-rates being settled by collective bar- 
gaining, which, in spite of some disadvantages which can be overcome, 
is found convenient. British opinion recognises that individual bargain- 
ing may result in a man without resources being compelled to take 
employment at a wage which is unduly low. While in certain directions 
trade unions betray some narrowness of outlook, on the whole their 
influence has been good and they form the necessary organised bodies 
of workers for the purpose of forming Joint Standing Industrial Councils. 

In spite of a decline of the apprenticeship system and the compara- 
tively poor educational facilities after the age of 14, many young workers 
make themselves remarkably proficient in craft skill, and British work- 
manship remains a standard of excellence in detail which is one of the 
most valued features of British products. 

Mass PRODUCTION AND STANDARDISATION.—British industry con- 
tains a large number of men of considerable craft skill and experience 
who form the aristocracy of manual labour, often working as foremen or 
toolmakers, etc. This, together with the comparative cheapness of 
labour and the abundant supply of skilled labour prior to the war, is 
responsible for the lack of so-called mass production. Intense local 
individuality tends towards a large number of small and medium-sized 
firms, and a widely-varied market further operates against production 
in bulk. 

Standardisation, the reduction of a product to an approved type 
manufactured in a small and universally used number of sizes, is an 
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inevitable precursor of mass production, as mass production necessitates 
manufacture for stock, for which a regular demand must exist. The 
tendency towards amalgamation in British industries is facilitating 
standardisation considerably, and this will result in cheaper products, 
through production in quantity and interchangeability between. different 
manufactures. 

It is well known that technically trained men are not as common 
in British industries as in American or German. Neither is the pro- 
portion of staff to manual workers as large as is found in America. 
In many British industries those occupying responsible positions enter 
the business on leaving a public school, without special technological 
training, at a comparatively ‘early age. The growing complexity of 
industry and the necessity for the study of science and economics are 
compelling the introduction of technically trained men, and this necessi- 
tates further training for those who are engaged in industrial adminis- 
tration. The growth of scientific methods in industry will result in 
increasing the proportions of “‘ non-productive ” workers, and this makes 
it possible to employ larger numbers of unskilled workers. The present 
dependence of employment of unskilled men upon employment of skilled 
men, which means that large numbers of labourers are out of work if 
there is a shortage of skilled men in any industry, will be diminished. 


The Change in British Industry 

Undoubtedly the war had considerable influence in enlightening 
British manufacturers. In many cases they were for the first time 
enabled to work at high pressure for maximum output irrespective of 
competition, and some were compelled to adopt adequate costing methods. 
The recognition of the futility of competition among other home manu- 
facturers for the home demand or for a limited export market while 
many export centres were being largely supplied by Germany led 
to the formation of federations and amalgamations of firms in the allied 
groups of trades, which provided financial resources necessary in attack- 
ing a new market. Such amalgamations are not attempts to corner a 
market as they are not concerned with firms in the same business, but 
with firms establishing a productive chain in such a way that the finished 
product of one firm is the raw material of the next, so that a stable 
self-sufficing group is formed. The existence of a number of such groups, 
together with our existing fiscal system, maintains the competitive position. 


How the New Management will be Introduced 
It will be evident that in British industry a normal process of im- 
provement in the technique of business organisation has been going on 
for many years and that such improvement is inevitable. It is not 
obtained by the application of fixed dogmatic principles, but varies 
146 


The New Management 





according to the ever-changing and fluctuating conditions under which 
industry is conducted. It is not the property of any particular school 
or group of men, but every industrial manager makes a contribution. 
In any case improvement partakes of the character of common sense 
rather than of a rigid science, and British industrialists are less articulate 
and less appreciative of publicity than similar workers in America, 
where it is not uncommon to find a weighty volume on some purely 
industrial subject presented as a thesis for a doctorate in philosophy or a 
university lecturer devoid of works experience, who lectures on manu- 
facturing. Any tendency, therefore, to regard improvements in organisa- 
tion with suspicion because certain features of scientific management have 
been exaggerated and brought into disrepute in the United States will be 
extremely unfortunate. Taylorism is one method of scientific manage- 
ment, but scientific management is more than Taylorism. In particular it 
may be noted that years of work will require to be done before the 
necessary data can be obtained, before even an approximation to scientific 
management as Taylor understood it can be made, in spite of claims which 
would convey that it had been secured. Furthermore, it cannot be 
too explicitly stated that scientific management as understood in the 
United States is the product of circumstances in which American indus- 
try finds itself. The new management in Great Britain will be con- 
ditioned by the circumstances operating in Great Britain, which are 
fundamentally different from those in the States with regard to the 
character of manufactures, export.trade, trade unions, and to the con- 
ception of industry in its relation ‘to the State. There is, however, 
every reason to believe that, if taken in the right way, the new manage- 
ment in Great Britain will produce results no less stimulating to British 
industry than have been obtained in the States. 

The new management may be defined as the study and practice of 
all factors which aid industrial efficiency and eliminate industrial waste 
—-time, material and effort, mental or manual. Its characteristics will 
be long views, intelligence, prevision, imagination and impartiality. It 
will be introduced slowly, largely by staffs of industrial concerns them- 
selves, along with measures for enabling workmen to understand and 
appreciate the cause and effect of the changes involved. 


Factors in the New Management 

It follows that a most important factor in the new management will 
be education, both for juveniles and adults, which will be afforded during 
industrial life. This education will provide a basis for understanding 
of the principles on which industry rests and of its economic structure. 
It will reveal many features which will be new to the average worker, 
and will explain many points from which false conclusions are now 
drawn. It will teach that experience and understanding are necessary 
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in responsible control of industry. This will result in the removal of 
suspicion and mistrust which is still a fruitful cause of friction in industry 
and will facilitate the establishment of co-operation between all grades 
of workers. Workers must be taught the elements of economics so that 
they can see the fallacies and exaggerations of partisan economic 
propaganda. 

The instruction which will be the medium of this education will 
assist in developing general intelligence and may enable a worker to 
gain manipulative skill and general knowledge of industrial materials 
and processes to such an extent that he becomes proficient in several 
allied trades. Monotony consequent on specialisation can then be 
avoided. Change from one job to another may in many cases be deter- 
mined by the exigencies of production. In other cases a temporary 
loss in productive efficiency will be more than counter-balanced by the 
gain due to a worker being interested in a fresh job. 

_ A second factor in management concerns itself with systematic pro- 
vision for progress in materials, works processes and design, and with 
the development of new industries based on new scientific discoveries. 
This work of industrial research is not sufficiently stressed by efficiency 
experts in the United States and consequently development has been 
limited in many factories working under scientific management to 
increase in quantity of those things already manufactured. It is desir- 
able that Great Britain, with such a fine record in scientific discoveries, 
should be in a position, through the co-operation of science and industry, 
to exploit such discoveries industrially. Al well-managed works will 
take care of this research factor In management. 

The third main factor covers the question of improved organisation 
inside the factory, which scientific management has endeavoured to 
accomplish by time studies, motion studies, planning and costing, to 
serve a better correlation of purpose and to eliminate waste. These 
three factors may profitably be analysed further. 


(To be continued.) 





These brief summaries qs important legal decisions closely roncern the business man, 
nd should be carefully digested. 





Commercial Cases in the Courts 


A Monthly Review of Recent Decisions 
By Donaro MAcKAY, B.L., Solicitor, Glasgow 


Disobedience to Rule as Affecting Compensation 
T House of Lords has held in Burton v. Beauchamp, 1920, 64 S.J. 
601, that disobedience to the statutory regulations under the Coal 
Mines Act, places a man outside the sphere of his employment and dis- 
entitles him to compensation to injury sustained during or in consequence 
of such disobedience. In his judgment in that case, Lord Cave truly 
observed that it would be an ill service to the general body of workmen 
employed in a mine, if, in sympathy with the appellant, a decision were 
given which would weaken or undermine the regulations which had been 
imposed for securing as far as possible the safety of those who were 
engaged in dangerous pursuits. 


Lord Dunedin’ s Principle 


It is not to be assumed from the foregoing judgment, however, that 
a similar result will follow from disobedience to any rules which an 
employer may draw up for his workmen’s conduct while on his premises. 
In the notable case of Plumb v. Cobden Lord Dunedin laid down the rule 
that some regulations are regulative of a man’s work within the sphere 
of his employment, while others define or limit the sphere; though dis- 
obedient to the former, a man may still be acting within the scope of 
his employment and an accident to him during, his disobedience may 
arise out of and in the course of his employment. In the second instance, 
however, he is out with the employment and the decision in Burton v. 
Beauchamp would apply. 


“Subject to Formal Contract” 

A recent writer in the Law Times Journal (Vol. 150, p. 3) reviews the 
English cases on the subject and remarks: “It is satisfactory to find 
that the cases which have decided that the words ‘subject to formal 
contract ’ are not a condition precedent to a complete contract by letters 
have not been viewed with favour by the courts, and are not likely to be 
followed.” 

The latest decision on the point is that of Mr. Justice Russell in 
Rossdale v. Denny (1920), 149 Law Times Journal, 528, where the intend- 
ing purchaser’s letter offering £75,000 for certain household property 
contained the following clause— 


I am prepared to pay £7,500 deposit on signing the formal contract, completion 
to take place fourteen days after you are in a position to give vacant possession. 
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This offer is subject to formal contract, to embody such reasonable provisions as 
my solicitors may approve, and the lease containing no unusual provisions or 
covenants, 


The vendor’s agent replied on the same date— 


In reply to your letter of even date, I am instructed to accept, on behalf of my 
client D, the offer therein contained, and I will communicate with D direct so that 
he can instruct his solicitors to prepare formal contract. 


It was held that the offer in the intending purchaser’s letter was 
conditional on the signing of a formal contract. 


Sir George Jessel’s Statement of the Law 


The leading English case appears to be Winn v. Bull (7 Ch. Div., 29). 
The defendant agreed with the plaintiff to take a lease of a house for the 
term of seven years, at a rent, “ subject to the preparation and approval 
of a formal contract,” and it was held that there was no final agreement 
of which specific performance could be enforced. Sir George Jessel 
said— 

Į take it the principle is clear. If in the case of a proposed sale or lease of an 
estate two persons agreed to all the terms and say, “ We will have the terms put 
into form,” then all the terms being put into writing and agreed to, there is a 
contract. If two persons agree in writing that up to a certain point the terms shall 
be the terms of the contract, but that the minor terms shall be submitted to a 
solicitor, and shall be such as are approved by him, then there is no contract, 
because all the terms have not been settled. ... It comes, therefore, to this: 
that where you have a proposal or agreement made in writing expressed to be 
subject to a formal contract being prepared, it means what it says; it is subject 
to and is dependent upon a formal contract being prepared. When it is not 
expressly stated to be subject to a formal contract it becomes a question of con- 
struction, whether the parties intended that the terms agreed upon should merely 
be put into form, or whether they should be subject to a new agreement the terms 
of which are not expressed in detail. , 


Excess Profits Duty 


We notice a decision of the Court of Session in Scotland (Small v. 
Easson, 1920, 2 S.L.T., 185), in which a trader who owned the premises 
in which he carried on his business had occasion to rearrange the mortgage 
over them and he claimed to deduct the expenses of so doing from profits 
liable to Excess Profits Duty. The Court held by a majority that the 
expenses incurred in re-arranging the loan could not be so deducted. 
Lord Salvesen was the dissenting judge. In his view, with which we think 
there will be a good deal ofagreement, the whole object of the expenditure 
was to maintain in the business the amount of borrowed capital that had 
previously been found necessary for the purchase of the premises, and upon 
the occupation of which the profits depended—‘‘ I am quite unable to see 
how such expenditure is in the nature of capital expenditure.” 
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Cumulative Preference Shares 

In re Wakley (1920, 2 Ch., 205), the testator died in November, 1905, 
and the Court had to decide whether any part of the preference dividend 
declared in 1907 (clearing arrears) belonged to 1905, and was, therefore, 
due to be capitalised. Lord Justice Warrington pointed out that the 
shareholders have no right to a dividend until there are profits available 
for the purpose, and it has been properly determined to distribute them. 
When profits are available, he continued, it was the shareholder then 
entitled to the shares who took the dividend, and not the person entitled 
to them in past years, though the dividend may, in the case of cumulative 
dividend, be large enough to cover the amount which would have been 
paid in past years if profits had been available. 


Inspection of a Secret Process 

Section 34 of the Patents and Designs Acts, 1907 and 1919 (following 
in principle section 30 of the Patents, etc., Act, 1883), provides that in 
actions for infringement of a patent the Court may, on the application 
of either party, make such order for inspection, and impose such terms, 
and give such directions respecting the same and the proceedings thereon 
as the Court may see fit. This leaves the whole matter to the discretion 
ofthe Court. It is, of course, a delicate matter to have Court proceedings, 
for, Courts being public, such proceedings might mean an end to the 
secrecy. 


Procedure when Infringement Alleged 

In the recent case of British Thomson-Houston Co. v. Buram (37 
R.P.C., 121), which was an action for patent infringement, the defendant 
alleged that his process was a secret and its disclosure would cause him 
great damage. Mr. Justice Astbury, dealing with this plea, said that 
when a secret process was alleged, that would not deter the Courts 
from doing what was necessary in the interests of justice, but it would 
be the duty of the Court to take all reasonable and proper steps to prevent 
undue advantage being taken of inspection of secret processes. In the 
present case he thought that an inspection, if ordered, ought to be 
carried out by one expert, or not more than two experts, who must be 
allowed to take samples of the defendants’ product in various stages of its 
manufacture, and were to report to the Court upon the facts disclosed 
by the inspections, and the experts’ opinion founded on them; and the 
experts must be put upon terms not to disclose anything appearing on 
the inspection claimed by the defendants to be part of the secret process 
without an order of the Court-; but he thought that the experts ought 
to be allowed to report to the plaintiffs, without giving any details, 
whether or not, in their opinion, the defendants’ process seen by them 
did or did not infringe the patent sued on. 
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Restrictive Agreements with Employees 

The practice of binding an employee in his service to agreement that 
on leaving the service he will not trade in competition with his former 
employer within a certain radius during a specified period will require 
to be reconsidered and revised in view of the decision of the Court of 
Appeal in Attwood v. Lamont, 36 T.L.R., 895. It was there held that 
a covenant not at any time to trade within a radius of 10 miles from the 
employer’s place of business after leaving his service was too wide to be 
reasonable, and was void as being in restraint oftrade. The leading opinion 
of the bench was given by Lord Justice Younger, who gave the following 
statement of the present position of the law: First, it was the covenantee 
who had to show that the restriction sought to be imposed went no 
further than was reasonable for the protection of his business ; secondly, 
the restraint must be reasonable not only in the interests of the covenantee 
but of both the contracting parties; thirdly, and most important of all, 
an employer was not entitled by a covenant taken from his employee to 
protect himself after the employment has ceased against his former 
servant’s competition, though a purchaser of goodwill was so entitled to 
protect himself. 


Restrictions in Sale of Goodwill Agreements V alid 

It must now be recognised that there is every difference between 
such a restrictive covenant when embodied in a contract of service, and 
the same covenant occurring in an agreement for sale of goodwill. There 
are two main reasons for this distinction. An employer cannot prevent 
his former servant from using his own skill and knowledge even though 
acquired in the employer’s service ; and the employer’s goodwill is always 
necessarily subject to the competition of all persons, including his em- 
ployee’s, who may choose to engage in the same trade. Accordingly 
covenants against competition by a former servant are not as a matter 
of course now upheld if it is shown that the employer is not endeavouring 
to protect what he has, but to gain an advantage which he could not 
otherwise secure. Such covenants must now be tested by reference to 
the character of the work done by the employee for the employer while 
in his service. 


Forms of Printed Service Agreements 

In concluding his judgment, Lord Justice Younger made the following 
observation, which should be noted, as the practice in question is widely 
prevalent— 


The system of printed covenants prepared beforehand for signature by every 
future employee was one to be deprecated in the interests of fair play and the system 
was only likely to disappear if it were thoroughly understood by employers that 
such covenants would not be assisted in cases where in their integrity they were 
found to be offensive. 
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a graphic acen 
n Irish tinen an s 


-Reconstructing a Staple Industry 


By ALFRED S. Moore, M.Text.Inst. 


Striking Development in the Linen Trade 


JT is a fundamental though essentially universal canon in maritime 
navigation that at least once in each twenty-four hours every com- ~ 










-mander of a ship must devote a brief period to determining his exact a 
position. That operation, popularly known as “finding the ship’s | 


_bearings,” involves the use of the sextant, the log, the engineering record, 
and, even at times the sounding lead. Thereby not only is the exact 


location of the ship established but such knowledge also enables a more | 8 


definite course to be fixed whereby the ship will arrive at its destination. 

Strangely enough, while a similar operation is performed annually . 
by individual industrial concerns in their stock-taking and balancing 
of accounts, few industries as a whole have been so resolute as to determine 
to find similarly “the industry’s bearings.” Such investigation, though — 
not necessarily very intricate and troublesome—involving in its main 
close study and deductions of the Board of Trade Returns over a period 
of successive years—would undoubtedly prove vastly informative, and 
in some ways astonishing, not alone to the nation as a whole but: to 
those engaged in that particular manufacture and having its advancement 
at heart. It has proved so in the case of the linen trade. 


War's Tonic Qualities 
There are few evils unaccompanied by some degree of good. Adver- 
sity is ever a school for experience. The great war, devastating and 


_ disastrous though some of its consequences undoubtedly were, proved from _ — - 
. other aspects a stimulating and re-vitalising tonic of much needed potency... 2 a 
_ It was so in the case of the British linen trade, the third of our great __ 


-= national textile industries. | ap 
For the inception of the peaceful revolution which has brought 
about its entire re-construction and consolidation we must go back to- 
those dark and gloomy days of December, 1916, when our chances of- 
emerging from the chaos of war as an unbroken Empire were dubious 
in a degree. A meeting of the Irish linen trade had been summoned to- 
listen to an address in the Belfast Municipal Technical Institute by Mr. 
J. K. Jackson, of the Leeds University, on ‘‘ The Growth and Preparation- 
- of Flax.” In truth, it seemed veritably “ carrying coals to Newcastle” 
© for a Yorkshire man to venture into the hub of the linen industry to — 
lecture to people who had been engaged through generations back in 
„manufacturing flaxen fabrics and had gained world renown thereby. — 
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An Unspoken Declaration 

Interesting as the lecture was, the subsequent discussion might be 
deemed even more fruitful. As a matter of fact, previous meetings in 
any way representative of the Irish linen trade had been almost as rare 





Fic. 1 


MUNICIPAL TECHNICAL INSTITUTE, BELFAST 


(The building in which the idea of the Reconstruction of the Irish 
linen industry was evolved.) 


a novelty as a live bison in Belfast’s Bedford Street vicinity. The 
declaration, or rather confession, made on that occasion by Mr. W. H. 
Webb, one of the leaders of the trade, was so momentous that I may be 
pardoned if I repeat it almost in extenso— 


Those connected with the Irish linen industry should fell a little ashamed. 
They had listened to an address describing the work of an experimental station for 
the improvement of the growth and treatment of flax at a place called Selby. 
Where was Selby ? A stranger might well ask that question, and be surprised to 
learn that it was not in the centre of the Irish linen industry. They had a York- 
shire man telling them about flax experiments. The people connected with the 
world-famed Irish linen industry had not worried in the least degree about the raw 
material of their trade. They lived just by the will of the Lord; if he sent them 
flax—all right ; if He did not—they groused. 
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Personally, he thought it yas high time the Irish linen trade woke up a little = 
bit. They had hitherto practically ignored science. But could they get along” 5 


without it? Jt was an amazing fact “that the British linen industry had not pros 


gressed at all during the past fifty years. The exports, instead of increasing, had- E 
actually fallen. The extraordinary part of it all was that the men in the linen industry 


did not seem to be aware of thig alarming decline. Yet the matter was vitally : serious. 


The world was going along rapidly. There was revolution in the air. Ger- 
many had been leading the way in the industrial world. No good could come of 
disparaging the Germans in this respect. T hey had been our opponents in the past, 





and they were going to be our competitors in the future. It was obviously wise _ i a 
to look into their system ; to take what was good out of it, and to leave what was 


bad. The Germans had brought science to bear on everything connected with. 


their business ; science and industry with them had gone hand in hand, If we did. wae 


not follow their example in that respect our British linen industry would undoubtedly 
go to slump. 

Scientific research was being taken up very strongly in England and Scotland, | 
and practically every trade was embarking in it. But in the linen industry of 
Belfast it seemed as if the people thought they were going to bob back again to 
their easy, happy-go-lucky ways after the war was over. They would be left 
behind if they did so, The linen industry would sink further and further if this — 
question was not taken up. He urged them to think about it seriously. Germany 
was going very fully into the linen industry. Germany and Austria were very 
highly organised in their textiles. Ji was a remarkable circumstance that of late 
years the very best linen had not been coming from the North of Ireland; It had been 
coming from Austyia and Belgium. We had been losing our position. It was a 
vitally important matter and we had got to look into it. . 


What it Evoked 


Mr. Webb’s declaration, so forceful and earnest in its sincerity, 
could not be regarded as either the fanciful imagery of a theorist or 
the despondency of a voice crying in the wilderness. It was the tocsin 
of reconstruction which galvanised into action a great national industry. 

It may seem anomalous, though true nevertheless, that while other 
manufactures had progressed i in consonance with the spirit of the times 
the linen industry in its main features had remained archaic and even 
antiquated. A visitor to the British Museum may observe that the 


linen wrappings enfolding Egyptian mummies, living personages in those : 


far back ages when Rameses reigned, are of finer and more regular texture 


than the products of our twentieth-century looms. In the growth and a 


preparation of flax countless generations have supplemented but little of 
the knowledge acquired and the procedure practised by the flax farmers — 
of centuries ago. In fact, while a century ago the United Kingdom 


supplied the very great bulk of the raw material the tendency — 
during the past sixty years has been to depend more and more upon. 


foreign countries for the fibre—a dependence which has brought about 
the present linen famine and consequent aa | high prices. E 


Ireland’ s Linen Competitors A 
It must be remembered also, that while in our arrogance we have’ = 
usually considered that Ireland has the entire monopoly i in manufacturing © 
linen such belief is fallacious. Without going into elaborate trade- 
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Statistics, the spindles in France, Belgium, Germany, and Austria—leaving 
Russia altogether out of account—amount to fully 50 per cent. more 
than the total of those in Ireland. These foreign spindles are, and will 
be, all keen competitors for the world’s requirements in linen goods. 
It will be seen, therefore, how urgent was the necessity for the complete 
rejuvenation, if not almost resurrection, of the British linen industry. 





Fic. 2 


GENERAL OFFICE OF THE IRISH LINEN SOCIETY 


(The Mecca for all linen buyers in Belfast.) 


Some years ago Lord Milner put it aptly that, ‘‘ We seem to be more 
than ever in need of synthesis, of some unifying principle, else we may 
find ourselves pursuing a number of ends which, though perhaps, individ- 
ually commendable, are incompatible with one another. . . From the 
heart of the business world itself come the most urgent warnings against 
excessive unregulated competition and the loudest appeals for organisa- 
tion on co-operative lines and for the helping hand of the State.” 


The Bad Old Ways 


It was so in pre-war times with the Irish linen trade, each individual 
concern competed with its neighbour concern and its travellers looked 
upon theirs with jealousy stimulated with suspicions and undercutting 
of prices at times. There was no element of give and take. So the 
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first step was to weld these elements into one homogeneous whole that 
all might realise that even in competitive business there is much that is 
non-competitive and of common interest. Further, too, that all might 
recognise that continuing business on the old individualistic lines was a 
neglect of opportunities and a flagrant waste of energies for unremunera- 
tive results. It was recognised, too, that what benefits a trade benefits 
its units and so came into existence in 1918 the Irish Linen Society. 





Fic. 3 
GLENMORE RESEARCH INSTITUTE, BELFAST 


(The mansion and estate bought for the operation of the chemical, botanical 
and physical research work of the Irish linen industry.) 


Moreover, just as the sturdy North of Ireland people are accustomed to 
do things “ off their own bat,” so to write, “the helping hand of the 
State ” was unasked for. 


Trish Linen Society's Aim | 

The aims of the Irish Linen Society might be described as threefold : 
(1) Development, (2) Information, (3) Publicity.. Taking the first of 
these, everything affecting the progress and interests of the Irish linen 
trade and of those engaged in its manifold branches, from the buying of 
the raw material to the delivery to the retailer of the finished fabric, 
comes within this scope. No. 2 is no less comprehensive and important 
since it includes the provision of all available information relating to the 
manufacture and merchanting of Irish linen for the benefit of all connected 
with the trade, whether flax-grower, spinner, manufacturer, wholesale or 
retail merchant and buyer. 
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=N eed one dwell: nowadays on. the third aim: of the Trish ee Society’ ue 





l Publicity ? Advertising is as necessary to progressive business as are _ oe 
wheels for railways. However, now while no limit will be put to 
‘individual firms advertising the superiority of their wares the salient = 
idea is extensive and scientific advertising throughout the world of = 
linen as IRISH LINEN that all nations should be educated to give it 


: preference. 


A £90,000 Advertising Stheme 


~-One of the outstariding features in the merchanting of linen, in com- 
parison with cotton, is that while the latter looks to the East for its 
principal markets, the linen trade turns to the West. Hence the United 
States has always been a big linen buyer, taking in antebellum years 
around 50 per cent. of the total linen goods exported. But why could 
they not be induced to buy much more? In a single hour the Irish 
Linen Society made up its collective mind to expend a sum of £30,000 
per annum for three years in advertising Irish linen in the United States. 
The campaign has already shown excellent results, and similar schemes 
are under consideration for other markets. 

As might be expected the head quarters of the Irish Linen Society are 
in Belfast, in Bedford Street, right in the milieu of the lmen business 
houses, and here a magnificent suite of oak panelled offices not alone 
house the administrative department of the Society but also provide 
reading rooms equipped with the world’s linen publications, and a well 
staffed Information Bureau with stenographers at the service of all 
linen buyers visiting Belfast. In fact, all such are heartily invited to 
make these premises their rendezvous during their stay in the Irish Linen- 
opolis. It might be mentioned also, that another scheme of the Irish 
Linen Society is the erection of a palatial Linen Hotel in Belfast, adjacent 
to the Municipal Technical Institute. oe 


The Sister Research Association 
Collateral with the Irish Linen Society, but under aeiy distinet 
control, is the Linen Industry Research Association, the second of the 














oo Trish Linen Society in the fact that here the helping hand of the State 
aids its labours financially by an annual grant of money almost equal i m. 
amount to that subscribed by the members of the linen industry. | Thüs 





- of Glenmore House and its estate of 20. acres 5 of land for the purp OSE 
158 paiana Me : 





great organisations which has been evolved by the war for the recon- E 
‘struction of the Irish linen industry. At its outset, it differs from the Suge 





- while the latter have guaranteed about £6,600 per annum for five years = 
the Department of Scientific and Industrial Research guarantee a similar 
sum. However, the trade has come forward in addition with another 
2 £95, 000 which has been necessary as foundation finance for the purchase 
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alike of chemical, botanical and physical research laboratories, as well as 
libraries and botanical gardens. 

There are hundreds of problems connected with the linen industry 
which call for research. How little is known of what seed is best for 
producing spinning fibres of best quality, the influence of fertilisers, the 
diseases of flax, the best methods of its preparation into fibre, the 
utilisation of wastes which occur at every stage of preparation and 
manufacture, the drying and sizing of yarns, the causes of spinning 
inequalities, etc., etc.? Astoundingly little, in sooth; nor had those 
in the trade hitherto taken any trouble either to study these problems 
or to realise what great gain their solution would be in the most economical 
productions of linens and of the highest qualities. It could not be expected 
that the busy manufacturer could devote much time to these points but 
now he will have Dr. Vargas J. Eyre, M.A., Ph.D., F.I.C., a scientist of 
international repute, and his staff at the Glenmore Research Institute in 
Belfast suburbs, to concentrate their attention to the multitudinous 
problems the solution of which must spell for superiority and efficiency 
in the linen trade,to the incalculable and lasting benefit alike of those 
-concerned therewith and to its importance as a great and progressive 
British textile industry. 
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Why Advertising Pays 


T advertising manager of Marshall Field & Co., of Chicago, in an address in 
New York recently, said : ‘‘ Advertising is printed salesmanship. It represents 
to many people at one time what your salesman represents to one person in indi- 
vidual conversation. It informs the public concerning your character and policies, 
and in this way creates goodwill and builds confidence. Advertising is the multi- 
plier of individual selling effort. Just as the character of your business is made by 
a good salesman, so it is made by advertising. The many successes which have 
been achieved by advertising should be a sufficient incentive to all progressive men 
to make a study of the subject. 

“ Advertising is, of course, an expense. But so are salaries for salesmen. And 
you must bear in mind that good advertising will do the work of many salesmen. 
It will economise the time of the salesmen you have and make them more efficient. 
Also, good advertising reaches people that your salesmen cannot. Moreover, that 
kind of advertising which builds goodwill and confidence is a definite investment ; 
it increases your assets and brings dividends, for goodwill is just as surely a capital 
stock asset as merchandise,” 

Americans are past masters of the nimble art of advertising. They have no 
doubts whatever about its commercial success. It is difficult for the average 
business man in this country to realise the importance attached by the head of 
an American house to his advertising policy. There is tremendous scope for adver- 
tising development in England, and now that liberal appropriations for advertising 
are allowed under the Excess Profits Act, a very favourable opportunity is pre- 
sented for the astute business man to test the possibilities of a more generous 
publicity policy than he has hitherto adopted. 
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Loose Leaf Accounting 


By Josmen E. STONE, A.S.A.A. (Hons.), A.O.I.S. 


To loose leaf system is applicable to almost every kind of business 
where transactions and records are required to be kept, but for the 
purpose of illustrating the reasọns for and against the system, it is 
better, perhaps, to consider the subject from an accountancy point of 
view, as the system is one peculiarly suited to accounts and records 
relating thereto. Further the advantages and disadvantages are more 
apparent and of greater importance than in any other application of 
the system. . 
The reasons which may be mentioned in support of the system 
are as follows—- 

1. The original scheme for the order of the accounts, once fixed, 
remains constant, in spite of any variations from the expected that 
may subsequently be found necessary. 

2. An account always bears the same reference number instead of 
being shifted about from one folio to another, with the result that 
the index numbers remain constant. Accordingly, the Ledger keeper 
rarely requires to refer to the index at all. 

3. The index, instead of being kept in a separate book, or in a 
separate compartment at the beginning or end of the Ledger, may 
be on separate sheets with initial tabs attached, spread throughout 
the whole of the book, thus sectionalising it, so that the sheets cop- 
taining the accounts beginning with the initial letter, appear from . 
each index sheet. This arrangement greatly facilitates reference to 
any desired account, and further, the easy way in which an account 
can be located is, however, of material assistance to an auditor. 

4. Different forms of ruling to suit the varying requirements of 
different accounts may be kept in the same Ledger. This is of the 

. greatest convenience where Stores Accounts of an extensive and 
varied nature are concerned, and yet allows these accounts the utmost 
degree of flexibility as to the order in which they shall be placed. 

5. A new Ledger never has to be opened en bloc. Once opened, 

_the Ledger is perpetual. There is no spacing out of pages, with its 
consequent waste of paper, no re-writing of headings, no transference 
of balances, and no new index to be written. 

6. The current binder need never contain more sheets than there 

_ are, accounts in operation, old and dead accounts being transferred 
to a transfer binder. There is, therefore, no sandwiching of accounts 
between old ones, no cumbersome empty pages, and no dead matter 
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to handle, the Jatter an important consideration in businesses of any 
magnitude. (No sheets, however, should be transferred until the 
accounts thereon have been balanced and the items audited.) 

7. The sheets can be distributed in sections among the staff, 
greatly facilitating posting, prompt rendering of accounts, and speed 
in the extraction of balances at time of pressure. 


These advantages explain themselves, and consequently there is 
no need to elaborate them. 

The system, however, has its drawbacks, but they are more apparent 
than real, and are all preventable. To use the system without the 
necessary safeguards is only to abuse it, and after the drawbacks have 
been set out, the importance of these safeguards will be appreciated. 

Ignoring the question of cost—where efficiency is concerned cost is 
usually regarded as comparatively unimportant—the disadvantages, or 
reasons, put forward against the system are as follows— 


1. Accounts may be withdrawn from the Ledger and destroyed. 

2. Concocted accounts may be substituted for original records. 

3. Loss of time and inconvenience that might arise from the 
accidental misplacement of a sheet. 

4. Possibility that loose leaf Ledgers might not be accepted as 
evidence in a Court of Law. 


Precautions against Fraud 

With regard to No. 1, the fraudulent abstraction of a sheet, provided 
that locked Ledgers are used, and the keys kept under suitable control, 
the risk of a sheet being abstracted is certainly no greater than when 
bound books are employed. A dishonest book-keeper can easily abstract 
a page from a bound Ledger, and it is quite conceivable that its loss 
might not be discovered for some time. Under this heading, therefore, 
it cannot be fairly advanced that the loose leaf system is at a disadvantage 
as compared with bound books. 

The fraudulent substitution of a concocted account is clearly impos- 
sible where the keys are kept under proper control. Each sheet received 
from the makers bears its own distinctive number, and they should be 
kept by a responsible official, and only used for new accounts or con- 
tinuation of old accounts. If by any mischance a Ledger clerk obtained 
access ‘to blank sheets available for preparing concocted accounts, the 
absence of a corresponding entry in the register of sheets (see later, 
under Regulations) would be prima facte evidence of irregularity. 

Misplacement of sheets. Here, again, a proper system of control 
would obviate the inconvenience undoubtedly caused by this carelessness. 
The Ledger sheets would only be distributed at infrequent intervals, 
for rendering statements of accounts or taking out of balances, and 
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the matter should be placed in the hands of a responsible official, 
both as to the actual giving out, and the replacement of the sheets. 
A little care is all that is necessary to ensure their being replaced correctly. 


Admissibility as Evidence 

With regard to the admissibility of loose leaf Ledgers as evidence, 
it cannot be denied, it is submitted, that such Ledgers are for all purposes 
just as much a book of account as any book the sheets of which are 
immovably attached together by the art of bookbinding. Books of 
account, as such, are rarely admissible as evidence, fer se, save as evidence 
against their owners. The entries therein are evidence of the recorded 
transactions, and are admitted only for the purpose of refreshing the 
memory of witnesses as to what took place. For this purpose, records 
on loose sheets are quite as effective. A systematic registration of the 
reference numbers of all sheets as they are brought into use will at all 
times afford conclusive evidence—if it be needed—that the record was 
made at the time it was purported to be made. Further, only the 
sheets in question need be produced, thus avoiding the necessity of 
taking whole Ledgers into court. 

As previously stated, these disadvantages can be prevented by a 
proper system of control and strictly enforced regulations. The latter 
are as follows— 


1. The sheets should have a special water mark on them, in 
addition to the printed name of the firm. They should be numbered 
consecutively and be kept by a responsible official. 

2. They should be issued only on a requisition from a book-keeper. 
The latter should produce his Ledger for inspection; the official in 
charge of the sheets unlocks it, and the book-keeper inserts the sheets 
required in the presence of the official. 

3. Each Ledger should have a lock, the keys of which should be 
kept by the official having charge of the sheets. 

4. The official in charge should keep a record of all sheets received 
from the makers, and those issued to the book-keepers, in a Registration 

- of Sheets Book. This book contains the consecutive number of the 
sheets, records the issue of every sheet, the account to which it is 
appropriated, and the position in which it is placed in the Ledger. 


It will be seen, therefore, that there is a preponderance of advantages 
in the loose leaf system over the permanently bound books. The former 
undoubtedly makes for accuracy and speed, two factors of the utmost 
importance in offices where accounts and records of all kinds have to be 
dealt with in a limited period of time. 
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Co-Partnership and Profit-Sharing 


By E. W. Munpy, B.A., Secretary of the Labour Co-partnership Association. 


J. Co-Partnership in the Past 


HERE are two fairly distinct types of co-partnership organisation 

of industry; one, that used by groups of workers who combine 
for self-employment and work mainly within the Co-operative movement ; 
the other, that existing in businesses of capitalist origin, that is, in 
ordinary private businesses and joint stock companies. 

I propose to deal almost entirely with the latter type, and therefore 
a few preliminary words as to the former may be useful for comparison. 

The Christian Socialists in the years following the culmination of 
the Chartist movement in 1848, urged upon the working classes that 
they should endeavour to employ themselves. A number of groups of 
working men were formed into ‘what were known as Self-governing 
Workshops in which (after 1852) all the shareholding members were 
workers and all the workers were shareholders. This meant that the 
workers chose the manager and were ultimately responsible for the 
control of the workshop. The workmen of that period, however, were 
not sufficiently educated either industrially, commercially or, indeed, 
intellectually, to undertake the organisation of industry, and ultimately 
all these workshops came to an end. New groups continued to be 
formed and gradually success was attained by approximating the 
organisation to that of a company, although the main object was very 
different. After 1862 the law allowed co-operative stores to become 
members of these societies and their membership added a steadying 
influence. 

The main object of a joint stock company is to earn dividends for 
its shareholders, but that of the Workmen’s Productive Society is to 
employ its members under good conditions and to supply its customers 
with trustworthy goods. The return on capital is limited and part of 
the surplus (or profit) is returned to the co-operative purchaser as a 
dividend (or discount) on his purchases. 

These co-partnership productive societies vary considerably in 
organisation, but in general their capital belongs to the workers and 
other individuals in sympathy with their purpose and to co-operative 
stores; consequently their committees of management contain repre- 
sentatives of the workers and the stores. The store representatives 
are elected in the capacity of shareholders, but really represent the 
consumers. The profits are used to pay a standard rate of interest on 
share capital, then to form funds for the welfare of the workers and the 
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remainder is generally divided in some proportion between the workers, 
the consumers and the shareholders. 

The ideas thus applied to productive businesses of working-class 
origin have not been without influence on the most enlightened and 
progressive of capitalist employers and experiments have been made 
to apply these ideas to ordinary private businesses, partnerships and 
limited companies. In England, in 1865 and 1866, twelve schemes 
were started, two of which are in existence to-day, and two others 
continued for forty years and thirty years respectively. The classic 
instance is that of Messrs. Henry Briggs, Son & Co., of the Whitwood 
and Methley Collieries in Yorkshire. While the coal trade remained 
normal this scheme succeeded so well in inducing harmonious working 
that it attracted universal attention from manufacturers and economists ; 
but a spell of phenomenal prosperity followed by a slump caused dis- 
agreements between the shareholders and the workers and the scheme 
was brought to an end in 1875. 


French Influence on English Co-Partnership 


Two French schemes have deeply influenced English thought about 
co-partnership, those of Leclaire in Paris, and of Godin at Guise. Leclaire 
started profit-sharing in 1838 in his business of painter and decorator. 
The present scheme dates from 1863 and under it 15 per cent. of the 
ultimate profits go to the managers, 35 per cent. to provident funds for 
the workers and 50 per cent. to the employees in proportion to wages 
and salaries. From the commencement of the scheme up to 1918, the 
workers have received {£350,000 and the provident funds £211,000. 
Godin started in business in 1840 as a maker of stoves, and gradually 
wo.ked out his schemes, not only for profit-sharing but for housing and 
educating his workers and their families. He desired to create a partner- 
ship and community of interests between capital, labour and ability, 
and so the final profits are given three-quarters “as dividend upon the 
wages of labour and the wages (or interest) of capital,” and one-quarter 
“as the reward of ability—4 per cent. to the managing director, and 
16 per cent. to the committee of management.” 

Both these schemes are still in existence, though Godin’s iron foundry 
and familistére have suffered severely during the war. In both cases 
the business has passed into the hands of the workers. This is.partly 
due to the fact that neither Leclaire nor Godin had children, and it was 
made possible because the workers capitalised their profits in the capital 
of the business. ` 


Heavy Rate of Mortality 


In England by 1875 when the Briggs experiment came to an end 
there had been thirty-one schemes started of which seventeen had already 
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come to an end, but five still continue to-day. It was not until after 
1880 that many more attempts were made, though the well-known 
scheme of Sir W. G. Armstrong, Whitworth & Co., at Newcastle-on-Tyne, 
was commenced in 1878: this is a “‘ savings ” type of scheme under 
which by 1918 the workers had accumulated £588,000 in deposits with 
the company. Up to June of this year there are known to have been 
417 schemes started of which 219 are still in existence. 

The figures which have just been quoted are taken from Government 
reports. The first of these was issued in 1890, the next in 1894, and 
a third in 1912 by the Board of Trade, and now in 1920 a report (Cmd. 
544) has been issued by the Ministry of Labour. Still more recently 
an article has appeared in the Labour Gazette for July, 1920. Each of 
these reports gives a list of all existing schemes of profit-sharing known 
to the Government. at the time and also a list of all schemes known to 
have existed but to have ceased. These latter are classed as “ aban- 
doned,” and in most cases the employers have supplied reasons for 
the cessation. 


Abandoned Schemes not necessarily Failures 


The schemes classed in the report as “ abandoned ” are often spoken 
of as “failures.” The word “abandoned” is really the better one, 
as 1S seen on considering the reasons given by the employers for the 
abandonment which are classified as (1) cause unknown; (2) altered 
circumstances; (3) financial reasons; and (4) dissatisfaction with 
scheme by employers or by employees. In the same way the schemes 
still in existence are carelessly spoken of as “successes,” though in 
many cases they have not been long enough in existence for any such 
judgment to be made. 

It must also be noted that the Government reports include all schemes 
that can be classed as profit-sharing under a wide definition, without 
taking any notice as to the method of sharing the profits, the proportion 
of profit allocated to the workers, the probable or possible rate of dividend 
on wages, or the proportion of workers who will come under the schemes. 
I shall have to deal with some of these points later on, but I want to 
make it clear that these figures refer to profit-sharing schemes—good, 
bad and indifferent. 

In the 1920 report 380 schemes are dealt with of which 182 were 
in existence in October, 1919. ‘Such figures, showing 198 “ failures ” 
as against 182 “ successes,” attracted unfavourable comment and at 
least one journalist indulged in scare headlines and talk about “a decline 
of more than 50 per cent. in the number of schemes.” Such talk is, 
of course, meaningless when consideration is given to the fact that the 
first of these schemes dates from 1865. 

The clear fact is that of every two schemes started since 1865 one 
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has ceased by 1920 and one is still in existence. Such a fact certainly 
deserves attention from those who advocate profit-sharing. It is said 
that only one in three companies that are started lasts for more than a 
couple of years. I do not know for what length of time it is reasonable 
to expect a scheme to last, but certainly for a longer time than is here 
indicated. 

As so much has been made of the so-called “failures,” and of the 
supposed decrease in the number of schemes, I propose to deal fairly 
fully with this matter in this article and deal with the various types of 
existing schemes and their successes in a later one. 


Causes of Fatlure 

The Ministry of Labour, in dealing with the causes of abandonment 
of schemes, state: “In a large number of cases, the abandonment of 
the scheme was due to the inability of the firm to earn sufficient profits 
to make profit-sharing a success, or to some other cause independent 
of the profit-sharing scheme, rather than to any defects inherent in the 
system itself.” 

The report states that in sixteen cases the cause is unknown or cannot 
be given. Under the heading “ Altered Circumstances,” twenty-four of 
thirty-nine cases are due to death of employer, sale or lease of farm, 
employer giving up business, change of management, and the like; 
seven are due to conversion of private business into a company; and 
in three cases a private business was changed into a co-partnership 
society, one of which still continues working successfully. 


Proftt-Sharing as Last Resort 

Under the heading “ Financial Reasons,” there are forty-nine cases 
in which the abandonment is stated to be due to thé want of financial 
success of the business. Without full knowledge of the details of the 
business failure, it is impossible to know whether profit-sharing did really 
fail in achievement. It can only be said that profit-sharing did not 
prevent the business from failing, and it would be interesting to know 
what share of profits the workers ever obtained out of these schemes. 
It is known that employers have sometimes inaugurated schemes of 
profit-sharing as a dernter resort. There are six cases in which the business 
has come into liquidation within one or two years, and six other 
cases in which it has changed hands within the same time, the scheme 
being thereby terminated. These can hardly be counted as failures of 
co-partnership. Every business cannot be expected to make a profit 
always, and this statement will become still truer when by profit is 
meant the distributable profit left after paying some standard or minimum 
rate on share capital. Unfortunately, figures are not available showing 
what share of profit accrued to the workers in each scheme. 
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The following figures show, however, the number of reported cases 
of no dividend and of a dividend less than 5 per cent. 






YEAR. 







No. of Schemes reporting  . . 
No of Schemes with no dividend 
No of Schemes with dividend under 5% 


The number of schemes giving no dividend or only a small one was 
kept large in 1916 and 1918 by the gas companies in which the rising 
price of coal during the war diminished the dividend on wages and 
ultimately brought it down to zero in many cases. 


Workers Meagre Share of Profits 


These figures show tHat quite a large proportion of the schemes 
‘reporting gave but small amounts to the workers as their share of profits, 
and it may well be argued that here is one cause for non-success in 
profit-sharing. A new scheme for sharing profits with the workers can 
hardly be expected to attract much attention from those workers if 
during the first years the amounts accruing to them are very small or 
nothing. The fact is that until we can get some knowledge as to what 
amount of money the workers obtained in the short-lived schemes these 
figures of so-called failure are worth very little. The only thing they 
prove, as was said before, is that the mere introduction of a scheme of 
profit-sharing—good, bad or indifferent—is not of itself sufficient to 
make an unsuccessful business attain financial success. 

There remain ninety-one cases under the heading “ Dissatisfaction 
with Scheme.” In sixty-seven it is the employers who are dissatisfied 
and who often give “the apathy of the employees ” as a reason. In 
ten cases other payments or bonuses were substituted for profit-sharing. 
In thirteen cases it was the employees who were dissatisfied. 

_ If we turn to the duration of these schemes, where that is known, 
we find that seventy-six existed for four years or less, seventy-eight 
for from five to fifteen years, and thirty for a longer period. My own 
feeling is that one cannot talk about success or failure if a scheme has 
lasted for less than five years. I have therefore looked to see how 
many of these abandoned schemes under the different headings failed 
in less than five years. There were two by death of employer, three by 
ending of business, eleven due to change of management or conversion 
to company, nine toiquidation, nine to want of financial success. Here 
are thirty-four cases which cannot be classified as “failures ”’ of profit- 
sharing. Then there are twenty-six cases in which the employer 
confesses to dissatisfaction in less than five years, including seven cases 
of one year and eight of two years duration. There are ten cases assigned 
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to dissatisfaction of employees, three being for one year and three for 
two years. Most of these thirty-six must clearly be cases in which 
one or other or both sides did not understand what was really being 
attempted, or in which the schemes were of such a partial character 
as not to have had any real interest. People who were setting out 
with determination in order to make an experiment designed to alter 
the relation of employers and employees would not expect to succeed 
in so short a period. 


Growth of Profit-Sharing 


Because the 1920 report gives 182 schemes as abandoned out of 380 
which had been started, some people have jumped to the conclusion 
that there is a decrease in the use of profit-sharing. I have taken out 
figures to show the number of schemes known to have existed at different 
times, and find as follows: 1880, 16; 1890, 71; 1900, 89; 1910, 111; 
` 1915, 155; 1919 (October), 182; 1920 (July), 219. This shows a 
continual increase. 

If only schemes of over four years’ existence are taken into considera- 
tion, the numbers are: 1880, 14; 1890, 30; 1900, 71; 1910, 68; 
1915, 107; 1919 (October), 135. These figures I believe give a truer 
indication of the growth of profit-sharing. Very few schemes were 
started in the war period; three in 1915, one of which lasted only for 
one year; three in 1916, three in 1917, and four in 1918. But in 1919 
the number rose to forty-two which is the highest in any one year, 
and the number known to be started this year, 1920, is nineteen. 

So far I have dealt with all profit-sharing schemes of every kind 
included in the report of the Ministry of Labour, which accepts the 
definition, “an agreement, freely entered into, by which the employee 
receives a Share, fixed in advance, of the profits.” The Ministry includes 
under this definition schemes in which shares are issued to the workers 
either gratuitously, cheaply, or at market value, provided the workers 
obtain a special dividend on such shares, and that this extra dividend 
varies with the profits and comes to them because they are workers. 
Here there is no dividend on wages as in ordinary profit-sharing. 

It is not easy to define where profit-sharing becomes co-partnership, 
but the latter demands for the worker a share not only in profits or in 
the prosperity of the business, but also a share in the capital or ownership 
and a share in the control. It is generally considered that a first step 
from simple profit-sharing towards co-partnership lies in giving to the 
workers the share of profits accruing to them, wholly or partly in some 
form of capital, so that they become part owners of the business in which 
they are working. 

Of the 198 abandoned schemes the dividend on wages was paid 
wholly in cash (or withdrawable deposits) in 155 instances, wholly in 
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capital in two cases and partly in capital in six more cases. Of the 
182 existing schemes the dividend on wages is paid wholly in cash (or 
withdrawable deposits in 105 instances), wholly in ‘capital in fifteen 
cases and partly in capital in thirty-four more cases. It must be noted, 
however, that seven of the fifteen are gas companies, and all but five 
of the thirty-four, so that besides the gas companies there are thirteen 
schemes in which the share of profits allocated to the workers is given 
wholly or partly in capital. The experience of the gas companies is 
decidedly in favour of this capital holding, but the number of cases 
in other industries is hardly enough to warrant the argument that 
schemes containing the element of capital holding are more stable ; 
they can only be said to convey a hint in that direction. 


Permanence of Profit-Sharing 


The average duration of schemes which have been abandoned has 
risen slightly from eight years in the 1912 report to eight-and-a-half in 
the 1919 report, and the duration of existing schemes from twelve-and-a- 
half years to fourteen. But if all schemes of four years’ duration and 
under be omitted, then the duration of abandoned schemes becomes 
about 12-8 years and of existing schemes about 15-7. These last figures 
probably give a truer index of the relative permanence of schemes of 
profit-sharing. If the last ten years be taken which allow for over 
four years’ duration of all the schemes, then out of 117 schemes started 
from 1906 to 1915 only twenty-seven, or less than one-quarter, have been 
abandoned, and ninety are continuing. This, surely, gives a strong 
presumption that modern schemes are getting much more permanent, 
and therefore probably they are more successful in other ways as well. 

In the next article I propose to deal with the schemes which exist 
to-day, and to show the different forms which profit-sharing and co- 
partnership have taken, as well as something of the success attained in 
individual cases. When due cognisance is taken of the variety of 
methods which have been tried in these 417 experiments, and the very 
varying degrees in which labour has been offered a share in the profits, 
perhaps the number of schemes abandoned will not be a matter of 
surprise. Many of them deserved to perish, for they were only travesties 
of such schemes as those of Messrs. J., T. & J. Taylor, Ltd., the South 
Metropolitan Gas Co., or Messrs. Jacobsen, Welch & Co., and others 
with which I shall deal. l i 

(To be continued.) 
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Company Officials and Membership 


of Professional Institutes 


By H. O. Srarrornp Oooxkg, F.O,1LS. 
The Development of Professional Status 


HE last twenty or thirty years has witnessed a pronounced movement 

in the direction of the establishment and development of professional 
Institutes and Societies, whose members are recruited from amongst the 
administrative officers of joint stock companies and other public bodies. 
Royal Charters have been granted by the Crown to many of these 
organisations, while others have merely become incorporated; but the 
aim of all has been to promote efficiency amongst the members of the 
various professions concerned; to exercise a professional supervision 
over them ; and, generally, to secure for them more definite professional 
standing. The individual desire for the highest efficiency, a general 
recognition of the desirability of knowing all that there is to be known 
in any particular branch of industry or commerce, and the necessity of 
upholding and advancing the status of the respective professions, have 
all contributed towards this movement; but the factor which has, 
perhaps more than any other, worked in this direction, is a natural 
evolution in the mode of carrying on the trade and industry of the 
country. While trade was largely conducted by individuals working 
on their own account, or by groups of two or three individuals in partner- 
ship, or perhaps in some cases by small syndicates, the need and scope 
for, to wit, Chartered Accountants and Chartered Secretaries, was strictly 
limited. But with the rapid and continuous growth in the number and 
operations of joint stock companies, and the wide and intricate mass of 
legislation which affects them, the sphere and influence of members of 
such professional bodies has been considerably broadened. In the 
closing years of the last century, for instance, shareholders were not 
always able to appreciate the importance of all public companies possess- 
ing as their auditors accountants who had not only passed the tests 
prescribed by a body of men themselves pre-eminent in the profession of 
accountancy, but whose professional conduct was always subject to the 
scrutiny or surveillance of the governing body. But to-day, the share- 
holder who subscribes for shares in any company which has for its 
auditors individuals who are not members of one of the great professional 
bodies is inexperienced indeed. - 

The Institute of Chartered Accountants bee the distinction of having 
lived the longest amongst those bodies which are largely concerned 
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with company administration, and in the forty years of its existence it 
has certainly exercised a tremendous influence over the profession of 
accountancy, and thus rendered to the public a corresponding measure 
of protection and service. ‘And, of course, the Society of Incorporated 
Accountants and Auditors is another important body, having a large 
and increasing membership. 


Necessity of Professional Examinations for Company 
Secretaries 


First in point of importance as an Institute for members of the 
secretarial profession is the Chartered Institute of Secretaries, the growth 
of which body has during the past few years been very striking. Founded 
in 1891, and incorporated by Royal Charter in 1902, it possesses to-day 
nearly 5,000 members, and this number appears likely to be considerably 
augmented in the near future. It is, perhaps, almost superfluous to 
point out that this continuous and rapid growth in the number of members 
has in no way been achieved by any lowering of the standard required 
to be attained, or by any tendency to make admission to membership 
any the easier. On the contrary, it is, as with all other Institutes which 
have passed the earliest and most difficult stage of their existence, 
becoming increasingly difficult to secure membership ; and the explana- 
tion of the growth lies in a more general recognition of the fact that the 
time will come—and it may be that it is even now not far distant— 
when it will be a matter of impossibility, with certain well-defined 
exceptions, for any person to become a secretary to a public company 
without having first qualified as a member of the recognized Institute. 
Such a decree would, of course, be bound to result in a certain amount 
of hardship being inflicted in isolated cases. One such case that will 
readily occur to the mind is the position of the individual with many 
years’ excellent service to his credit with some private firm, on the 
formation of the firm into a public company. As one of the chief officials 
of the old firm, his services have most probably been of great value, but 
with the mass of legislation now peculiarly affecting joint stock companies, 
it is becoming a matter of first-rate importance that the individual 
who is called upon to fill the office of secretary of a company shall be a 
person not only with a specialised knowledge of the particular business 
in which the company is engaged, but whose qualifications as to the law 
and practice of joint stock companies have been tested by the professional 
examinations of the Institute. 

It is sometimes urged that it would be a matter of injustice to insist 
in every case that a man should pass the required examination, without 
any regard being paid to his practical knowledge and experience, on the 
ground that there are many men who have a splendid reputation for 
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good work, but to whom the idea of an examination would be anathema ; 
while other men, with a penchant for passing examinations, are often 
found to be lacking in sound judgment, and inefficient in their conduct 
of affairs. The same remark might, of course, be applied in many other 
professions; yet no solicitor, for instance, would be admitted at the 
present day, without first having passed the prescribed examinations. 
And if it is to be claimed on behalf of any person, that his practical 
knowledge and experience is the. ground for desiring his exemption from . 
those examinations, surely such a test should be welcomed, as an oppor- 
tunity of showing the extent of such knowledge and experience, since 
all of these professional examinations are based on really practical lines. 
Spectalised experience and practice, plus such general knowledge and 
intercourse as can only be gained by membership of a professional. 
institution, ought to form a well-nigh irresistible combination. 


Influence of Professional Institutes 

The question is sometimes asked, by employers, by persons engaged 
in the particular profession but who are not members of one of the 
recognised institutes, and even by members themselves, what is the use 
of these institutions ? An employer has, perhaps, less reason than anyone 
for asking the question, since the existence of such institutes means 
that, for no outlay on his part, he gets the highest degree of efficiency, 
and a professional supervision over his employee which would otherwise 
be lacking. The doubt of non-members must necessarily be looked 
at askance, since they are not in a fair position to judge what benefits 
might accrue to the community or themselves as a result of their member- 
ship; and the fact of their non-membership is often an admission of 
slackness or a lack of foresight.in their earlier days. 

The fact remains that professional institutes do exercise a very real 
influence in the promotion of efficiency in any particular calling; an 
object which is achieved not only by the setting up of standards of 
knowledge necessary to be attained before membership can become an 
accomplished fact, but by the interchange of opinion, the provision of 
libraries, the holding of lectures, the issue of journals, and the reading 
of papers on various subjects. And they do undoubtedly succeed in 
acquiring for their members a definite and improved social status, which 
gives to the individual a higher appreciation of his calling, which in its 
turn is most often reflected in the character of his work. Moreover, as 
these bodies become firmly established, and better known, they are 
able, by the collective action of their members, to impress the various 
Government Departments entrusted with legislation on those matters 
with which such institutes are directly concerned, and thus they are 
often in a position to influence the course of such legislation, and help 
to promote the general welfare and sense of security of the community. 
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` The Organisation of a Small Office 


By Wa. A. Sars, A.C.W.A. 
Ill. The Trader’s Accounts 


O% of the first things to be done when commencing business is to 
purchase equipment and supplies. Therefore, at the outset, the 
trader will do well to provide himself with suitable order forms. Orders 
are too often given in a desultory manner, and no efficient check main- 
tained against short delivery and over-charges. This practice results 
in muddle and a reduction of profits. The ordinary duplicate Order 
Book is unsatisfactory, for the reason that copies of uncompleted orders 
are not separated from completed orders and considerable time is 
required to determine what goods are on order. When a large number 
of Purchase Orders are issued, one may be compelled to search through 
numerous order books for information required. 


Loose-Leaf Purchase Order Systems 

Great economy is effected by the adoption of the Loose-leaf Purchase 
Order System. Duplicate or triplicate forms are made up into pads, 
numbered ready for use. Overleaf is described a loose-leaf triplicate 
system, but in some cases only one punched carbon copy is necessary ; 
and, under such circumstances, separate binders are employed for the 
accommodation of executed and unexecuted copies, and the complete 
orders transferred from the former to the latter. 

In this manner, the ‘‘ unexecuted ” binder is cleared of all finished 
orders, and thus constitutes a record of orders to be filled. Reference 
is instantaneous, as the forms are placed behind alphabetical-tabbed 
index sheets, with which each binder is furnished. 

A triplicate Order system should be employed where the Purchasing 
Department is separate from the Stores or Receiving Department. The 
original order is sent to the supplier of the goods, the second copy 
retained by the Purchasing Department, and the third copy handed 
to the Receiving Department. The Purchasing Department copies are 
fled alphabetically under the suppliers’ names in a loose-leaf binder, 
and the unexecuted Receiving Department copies are indexed in the 
same way in a Receiving Department binder. Incoming goods are 
checked against Receiving Department copies, which, when completed, 
-are marked with delivery date, signed, and returned to the Purchasing 
Department, where they are filed in numerical order in an Executed 
Order binder. The suppliers’ invoices are verified by these completed 
order copies. , 
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Stores Received ‘Book 


A chronological record of goods received is desirable in many cases, 
particularly when Stores Ledgers are maintained and a Costing System 
is used. The illustration shows a simple Stores Received Book, which 


Folio 
Dais from Date to . 


Order 


da Value. naar Led 


From Whom | Description. | Quan. | Price. 


Date. 









A SIMPLE STORES RECEIVED RECORD 


includes a column to indicate that invoice has been passed, and is also 
designed to act as a posting medium for the Stores Ledger. The total 
of cash column should agree with the Stores column in the Purchase 
Journal. 


Record of Gost Prices 
In a previous article the writer advocated that a record be kept of 
cost prices of -stationery purchased for domestic use. When supplies 
of raw material or finished goods are bought for re-sale, a register of 
quotations received and prices paid is of great convenience to the buyer 
and saves much time in pricing inventories. A perpetual buyer’s guide 
Descripison of Article 


From whom Invoice 
Date. Parchasod. Number. Price. REMARES, 


Cost Prick List AND PURCHASE RECORD 
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can be built up from suppliers’ quotations, the Stores Received Book 
or copies of Purchase Orders. A separate form is assigned to each 
article, and the sheets filed in a loose-leaf binder between dividing 
sheets with projecting tabs upon which the classification is inscribed. 
All records relating to a particular class are kept together and new 
sheets added as required. The form illustrated is self-explanatory. 


Filing and Indexing Catalogues 


Suppliers’ and competitors’ catalogues are of but little service unless 
filed and indexed for ready reference. The numerical system of Vertical 
Filing described in the first of this series of articles (September issue of 
BUSINESS ORGANISATION AND MANAGEMENT) can be applied as follows: 
Each catalogue is given a number and placed in a Vertical File drawer 
between guides numbered in multiples of ten ; new editions are decimal- 
numbered. The card index key to the numbers is divided into two 
sections, one section containing a card for each publisher and the other 
a card for each subject. The names of the articles listed by the 
publisher and catalogue numbers are recorded on the publishers’ cards, 
and a cross-reference is made on the subject cards. Thus, any catalogue 
can be located by name of publisher or subject. 


The Accounting Books 


Strict book-keeping is one of the essentials of efficient organisation. 
The average small trader neglects to give sufficient attention to his 
accounts until something awakens him. In these days, the Surveyor 
of Taxes oftentimes effects this good service. A qualified accountant 
should be engaged to open the books and to make the “ closing entries ” 
at the end of the year; but an intelligent book-keeper is capable of 
keeping the Ledger postings up to date, rendering statements, etc. 
It is not within the province of this article to outline a system of double 
entry book-keeping, and we must confine ourselves to a few general 
remarks bearing upon the subject. We have already considered some 
methods of invoicing, and seen that carbon copies of bills, filed in 
numerical order, render unnecessary a detailed Sales Day Book. At 
this point, the treatment of Purchase Invoices may be dealt with. 


Purchase Invoices 


When the invoices have been passed for payment, they should be 
entered in the Purchase Journal and therefrom posted to the Ledger 
accounts. The Purchase Journal is generally ruled with columns headed 
Invoice No., Date, Supplier’s Name, Ledger Fo., Amount of Invoice, 
and suitable cash columns to dissect the purchases appropriately. A 
rotation number is given to each invoice as entered, and completed 
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invoices are filed in order of rotation numbers. The Ledger posting 
reference consists of the Purchase Journal folio and the Invoice numbers, 
written thus, 26/240, the 26 being the folio and the 240 the number of < 
invoice. The Ledger is a key to the invoice numbers, arid all Avoices 
from a supplier can be quickly found by reference to his Ledger 
account. 


Cash and Receipts ; 

A word about the cash may also be helpful. Many small business 
men prefer to keep the Cash Book themselves and personally attend 
to financial affairs. One of the best checks against cash is to bank all 
the cash received and draw cheques for petty cash expenditure; then 
petty cash transactions can be entrusted to a clerk and disbursements 
recorded in a separate Petty Cash Book. Sometimes a predetermined 
amount is allotted to petty cash, and the balance made up to that figure 
each week by refunding the cash spent during the previous week ; the 
total weekly expenditure is posted to the main Cash Book in one item. 

Receipts have to be given for cash received. Carbon copies of 
receipts are better than counterfoils, in that they save an operation and 
avoid the possibility of a disagreement between receipt and counterfoil. 
The receipts should be numbered and the Cash Book posted from the 
carbon copies. It is well to enter the receipt numbers in the Cash 
Book. 

The reader has probably seen cheques printed on the back, so that 
the endorsement also serves as a receipt. This method is used to save 
time in checking receipts for cheque payments. Cancelled cheques can 
be stuck to their original counterfoils and reference facilitated by 
` entering the cheque numbers in the Cash Book when posting. 


W ages 


Every business man pays wages. There are many ways of “ paying 
out,” but the envelope system is preferable in the majority of cases. 
The exact amount required should be drawn; the proportion of notes, 
silver, and copper necessary can be calculated from the Wages Book. 
The names of employees and amounts due should be written in advance 
on the envelopes, which, when numerous, may be divided into con- 
venient sections. Filling the envelopes is a two-handed task. One 
clerk holds the Wages Book and the cash, the other clerk takes charge 
of the envelopes. The first clerk counts out wages as recorded in Wages 
Book, calls name, and hands cash to the second. The second clerk 
checks amount against that written on envelope and, if correct, encloses 
the cash. When the cash is exhausted and the wages completed, it is 
reasonable to assume that everything is correct, and the envelopes may 
be sealed ready for distribution. As an additional precaution against 
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collusion and fraud, a third party may be commissioned to hand the 
envelopes to employees and take their receipts, 


Cost Accounting 


Cost Accounting is specialised accountancy. Primarily, a system of 
cost-accounts is designed to show the cost price of each article, job, or 
process; and although it is obvious that such information is of incal- 
culable value to the manufacturer, a recent investigation disclosed the 
fact that only 5 per cent. of the manufacturers in the United Kingdom 
know their costs (vide “ Costing ” issued by Ministry of Reconstruction). 
This does not mean that costs are not figured in some way or other, but 
that the methods employed are haphazard and lack proof of accuracy. 
It is not enough to know that business is profitable on the whole; and 
when the annual Profit and Loss Account is the only guide, there is a 
danger of fostering departments or goods upon which an actual loss 
has been made and neglecting the more remunerative products. The 
importance of an efficient method of costing cannot be too strongly 
emphasised. A complete cost accounting system provides for the dis- 
tribution of material, labour, factory overhead, administrative expenses, 
and selling expenses over the entire product, and the totals (charged to 
the cost accounts) are verified by controlling accounts in the General 
Ledger. As the monthly cost of sales is summarised, a monthly Profit 
and Loss Account can be prepared without taking a physical inventory. 
The advantage of this is clear. A monthly statement reveals increased 
costs and expenses soon after they occur, and renders speedy investiga- 
tion possible; a yearly account often comes too late to be of service, 
and is of as much practical use to the business as a post-mortem exam- 
ination to the deceased. Cost accounts are a sure check against losses 
of material, wasted time, and defective work, and give the necessary 
data to guide the manufacturer when making changes of policy or 
methods. Space does not permit of a detailed description of the various 
methods of cost finding. The system must be planned to meet the 
particular requirements of the case, and that is the work of the Cost 
Accountant. 


Stores’ Ledgers 

Stock is as valuable as cash, and should be accounted for with 
equal precision. A Stores’ Ledger is part of a complete costing system, 
and the individual Stock Ledger accounts are controlled by accounts 
in the General Ledger. A Stores’ Ledger constitutes a perpetual 
inventory, shows the rate of consumption of each article, and is a check 
against leakages. The indexing facilities afforded by the looseleaf 
system render it preferable to all other means of classifying the Ledger 
sheets. A useful ruling is shown. 
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MINIMUM STOCK 
Article Handles, brass, stamped. 144 


Stock No. A 86 | QUANTITY TO ORDER 
5 gross 





| 9/9 | 432 | 

| 

A STORES RECORD SHOWING STOCK ON HAND AND ALSO STOCK 
AVAILABLE FOR USE 


General Control 


The routine work of an office should run as harmoniously as a 
perfectly adjusted machine, each member of the staff performing his 
particular function. Much depends upon the selection of the staff and 
its attitude towards the management and the policy of the business. 
In the first place, each employee should be fully qualified to carry out 
his duties promptly and accurately, and junior members of the staff 
be encouraged to train for better positions. We have likened the office 
routine to a machine, but not the individual. A certain known force 
will drive a machine, nothing on earth will persuade an unwilling office 
man to give of his best. The average human being is responsive to 
good treatment, and the only place to drive unwilling workers is out of 
the business. The most effective way to manage the business is to 
“manage” as little as possible, but to promote the sympathy and 
co-operation of the staff. The manager who rushes about denouncing 
everybody and everything as soon as a mistake occurs, needs a lesson 
in personal efficiency. The cause of errors should be investigated with 
a view to preventing a recurrence, but nothing is to be gained by 
running amok, upsetting the whole organisation, and so creating an 
atmosphere destructive to concentrated attention to duty. 
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In the first of this series of articles we recommended that the work 
of each employee be clearly defined and reduced to written instructions. 
The next step is to provide for daily reports of work done and work 
to be done. Such reports keep the principal in close touch with the 
progress of operations and act as silent hustlers. No conscientious 
employee likes to report that he is behind unless there is some good 
reason for it. 

Knowledge of one’s business is the keynote to efficient management. 
The system of book-keeping should provide for monthly statements of 
Profit and Loss, and the principal be informed daily how he stands as 
regards accounts receivable, accounts payable, orders inward, orders 
executed, orders on hand, bank balance, etc. One managing director 
known to the writer secures daily reports from the Order department 
showing the values of orders received from each source and the total 
amount billed for the day. The Counting-house furnishes him with a 
daily statement of cash receipts, credit notes issued, purchases and 
cash paid out. The Managing Director enters the daily totals in a small 
loose-leaf book divided into sections for daily, monthly, and yearly 
results ; the sheets are ruled with cash dissection columns, which he 
heads himself. The daily. postings to this book occupy about ten 
minutes, and yet it shows the tendencies of the business at any time. 
At the end of each month the monthly totals of daily returns are trans- 
ferred to the monthly section, and the totals of the monthly sections are 
carried annually to the yearly section. 

Scientific management has recetved much attention in the U. S.A. 
Under the system advocated by F. W. Taylor and his adherents, stop- 
watch time studies are made of each operation and all unnecessary 
movements eliminated. The “one best way” of performing each task 
is found and that way is- standardised. W. H. Leffingwell, in Sctenitjic 
Office Management, applies the doctrine to office organisation; and, - 
although the small business man cannot be expected to maintain indi- 
vidual efficiency records, the underlying principles of scientific 
management are applicable to every undertaking. 

All preventable movements are a waste of time and energy, and 
this fact should be borne in mind when laying out the office. The 
reader is invited to test the efficiency of his own plan by making a rough 
draft of his office and then filling in lines to show the routine of the 
work. The method of handling each kind of record should also be 
considered with a view to the reduction of operations and the intro- 
duction of up-to-date labour-saving devices where their installation is 
necessary to economise time. A visit to the forthcoming Efficiency 
Exhibition at Olympia should prove exceedingly helpful to those 
desirous of improving their methods. 

(Concluded.) 


179 


~~ 


Business - Organisation -and » Management 





Notes for the Company Secretary 


By ALBERT OREW, Barrister-at- Law ; Author of “ The Law relating to Secret 
Commissions and Bribes, Cwtl and Criminal” 


V Limited Companies and Secret Commissions and Bribes 


Agents of Companies must Not Take Secret Commissions 


HE following statement of the law laid down by Bowen, L.J., in 

Boston Fishing Co. v. Ansell (1889), 39 C.D. 339, apply to directors, 
secretaries, managers, solicitors, and all other officers and servants of 
a company. There can be no question that an agent employed by a 
principal or master to do business with another, who, unknown to that 
principal or master, takes from that other person a profit arising out 
of the business which he is employed to transact, is doing a wrongful 
act, inconsistent with his duty towards his principal or master and 
the continuance of confidence between them. He does the wrongful 
act whether such profit be given to him in return for services which 
he actually performs for the third party, or whether it be given to him 
for his supposed influence, or whether it be given to him on any other 
ground at all. If it is a profit which arises out of the transaction, it 
belongs to his principal or master; and the agent or servant has no 
right to take it, or keep it, or bargain for it, or to receive it without 
bargain, unless his principal or master knows it. 


Directors are Agents of the Company for which they Act 


Directors are agents of the company for which they act, and, in 
consequence, the general principles of the law of principal and agent 
regulate in most respects the relationship of the company and its 
directors. An agent cannot, without the knowledge and consent of 
his principal, be allowed to make any profit out of the matter of his 
agency beyond his proper remuneration. It is perfectly settled law 
that that law applies with peculiar stringency to the directors of joint- 
stock companies, who are the agents of the company for effecting the 
sales or purchases made by the company. [Hay’s case (1875), 10 Ch. 601.] 


Characteristics of Secret Commissions and Bribes 


Secret commissions and bribes are practically synonymous terms : 
the latter usually has reference to a single sum; whilst the former 
is often dependent upon the amount of the transaction. If a gift be 
made to a confidential agent with the view of inducing the agent to 
act in favour of the donor in relation to transactions between the donor 
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and the agent’s principal, and that gift is secret as between the donor 
and the agent (that is to say, without the knowledge and consent of 
the principal), then the gift is a bribe in view of the law. [Hovenden 
& Sons v. Millhof (1900), 83 L.T. 43.] The principal characteristic 
of a bribe is its secrecy, and this test of secrecy may often determine 
the legal aspect of the transaction. Whether a gift be corrupt or not 
largely depends upon the circumstances of each particular case; but 
the following questions will help to ascertain whether or not any par- 
ticular gift is a bribe, more especially from the point of view of the 
Prevention of Corruption Acts, 1906 and 1916— 

1. Was the transaction one which it was the intention of Parliament 
to prohibit ? 

2. Was the gift secret, and was the gift intended to serve as an 
inducement or reward ? 

3. Would either party object to the principal knowing of the gift 
and the whole circumstances connected therewith ? 

4. What is the motive or object underlying the gift ? 

5. What is the amount of the gift, and does it bear any relation 
or proportion to the amount of business transacted ? 

If the motive and object underlying a gift is corrupt and it is given 
secretly, it is a bribe. 


Rules which apply when it is Established a Bribe has 
been Given or Offered 


1. The Court will not inquire into the donor’s motive in giving the 
bribe, nor allow evidence to be gone into as to the motive. 

2. The Court will presume in favour of the principal and as against 
the briber and the agent bribed, that the agent was, in fact, influenced 
by the bribe, and this presumption is irrebuttable. 

3. If the agent be a confidential buyer of goods for his principal 
from the briber, the Court will assume as against the briber that the 
true price of goods as between him and the purchaser must be taken 
to be less than the price paid to or charged by the vendor by, at any 
rate, the amount or value of the bribe. 


Consequences which Follow the Taking or Offering of 

Bribes 

1. Recovery from agent of secret commissions received in the course 
of the agency. [Andrews v. Ramsay (1903), 2 K.B. 635.] 

2. Dismissal of agent without notice or without payment in lieu of 
notice. [Boston Fishing Co. v. Ansell (1888), 39 C.D. 339.] In this 
case it was held that the receipt of a secret commission by the managing 
director of the company was good ground for dismissal, although it was 
not discovered till after the dismissal had taken place; and although 
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it happened several months previously, and might have been an 
isolated act. 

3. Repudiation or rescission of any contract entered into through 
agent who has received bribes. [Bartram v. Lloyd (1904), 20 T.L.R. 281.] 

4. Recovery from the briber or the bribed, or either of them, any 
sum which the principal has paid in excess of the fair or market price 
in consequence of the bribe. [Hovenden v. Millhoff (supra).] 

o. Criminal prosecution under the Prevention of Corruption Acts, 
1906 and 1916. These Acts provide, ster alsa, that an agent who cor- 
ruptly accepts or attempts to obtain for himself any gift or inducement 
for doing or forbearing to do any act in relation to his principal’s affairs 
or business, or knowingly uses with intent to deceive his principal any 
document which to his knowledge is intended to mislead his principal, 
is guilty of a misdemeanour, and is liable to two years’ imprisonment 
with hard labour or to a fine of £500, or to both such imprisonment and 
fine. When the transaction in relation to which the offence was com- 
mitted is a contract or proposal for a contract with any Government 
departments or any public body, penal servitude for a term not 
exceeding seven nor less than three years may be inflicted. 


The Director is Really a Watchdog, and the Watchdog 
has No Right Without the Knowledge of his Master 
to Take a Sop from a Possible Wolf 


Bowen, L.J., in Archers case (1892), 1 Ch. (at p. 346): A director 
stands in a fiduciary position towards the company of which he is 
director, and therefore is bound to use his best endeavours for its 
advantage. He may not place himself in a position in which his 
interests will conflict with his duty. Any personal benefit which he 
may obtain by availing himself of his fiduciary character must be 
acquired by a dereliction of duty, and will enure for the benefit of the 
company. It makes no difference that the profit is one which the com- 
pany could not have obtained. The question is not whether the com- 
pany could have acquired it, but whether the director acquired it while 
acting for the company. [Boston Co. v. Ansell (supra).] 

No man acting as agent is allowed by the Court to put himself in 
a position in which his interest and duty will conflict. [Parker v. 
McKenna (1874), 10 Ch. 118.] 


Directors Must Not Retain Any Payment in Relation 
to their Company, unless there is Full Disclosure to 
the Shareholders 
Unless the most open and complete disclosure is made to the 

shareholders of the company, no payment made to a director in relation 
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to his company can be allowed to stand. [General Exchange Bank v. 
Horner (1869), 9 Eq. 490.] It makes no difference that the profit or 
advantage is one which the principal could not have made for himself, 
or that the other contracting party refused to deal with the principal 
himself. [Boston Fishing Co. v. Ansell (supra).] 

In Benson v. Heathorn (1842), 1 N. & E., C.E. 326, a director of a 
company (e.g., established for acquiring and employment of ships), 
who, with the consent of the other dtrectors, undertook the office of 
ship’s husband, was compelled to refund to the company, with interest, 
all sums paid to him for commission and brokerage with interest, such 
payments being made without the knowledge or consent of the 
shareholders. i 

In re Cape Breton Co. (1885), 29 Ch. D. 795, where a director sold 
his own property to the company without disclosure, Lord Herschell 
said: ‘“‘ The misfeasance in such a case is not the selling, but in not 
disclosing.” Directors may not charge for professional services rendered 
to a company without full disclosure to the shareholders of that 
company. 


Directors may make Personal Contracts with the 
Company if Articles so Provide 


Articles, however, usually authorise directors to make contracts in 
which they are interested personally on disclosing their interest to their 
fellow-directors. But the terms of the articles must be strictly com- 
plied with, the disclosure must be full and fair, and must be to directors 
who are independent and not to other directors who are equally 
interested in the contract in question. [Lagunas Nitrate Co. v. Lagunas 
Syndicate (1899), 2 Ch. 392.] 


Effect of Taking Bribes on Directors’ Remuneration 
and Their Partners 


In addition to a company, the principal, recovering from a director, 
an agent, the amount of any secret commission, it can also refuse to 
pay the director any commission or reward for the services he has 
rendered in connection with the ‘transaction in question. [Hipptsley 
v. Knee (1905), 1 K.B. 1.] And no custom to the effect that an agent 
should receive double commission without the knowledge of each of 
the parties to the dealing will be held good. Where a firm in which 
a director is partner receives profits in regard whereto the director has 
not made sufficient disclosure to the company, the other partners 
knowing the facts are equally liable to pay over to the company the 
profits, each partner being jointly and severally liable for the whole. 
[Imperial Mercantile Credit Association v. Coleman (1873), 6 H.L. 203.] 
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Promoters of Companies and Secret Profits 


Promoters of companies are not allowed to make secret profits. 
Persons who purchase property and then create a company to purchase 
from them the property they possess, stand in a fiduciary position 
towards that company, and must faithfully state to the company the 
facts which apply to the property and would influence the company 
in deciding on the reasonableness of acquiring it. [Erlanger v. New 
Sombrero Phosphate Co. (1878), 3 A.C. 1218.] 

A promoter of a company whose duty it is to disclose what profits 
he has made, does not perform that duty by making a statement not 
disclosing the facts, but containing something which, if followed up by 
further investigation, will enable the inquirer to ascertain that profits 
have been made. When there is a duty to disclose, no mechanism 
for concealing it, however ingenious, can avail. [Gluckstein v. Barnes 
(1898), 2 Ch. 168.] Therefore, a reference in the prospectus to con- 
tracts is not a sufficient disclosure of profits unless the terms of the 
contracts are fairly stated. 

When a promoter has to account to the company for secret profits, 
the measure of damages is the amount of profit made by the promoter ; 
but he is entitled to be allowed all sums bond fide expended in securing 
the services of the directors and providing their qualification, and in 
payment to the brokers and officers of the company and to the public 
Press in relation to the company. He is liable only for the net profits 
made. [Emma Silver Mining Co. v. Grant (1879), 11 Ch. D. 918.] 
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“ It pays, you see, to give the Company a full and accurate description of the goode 
which one wishes them to carry.” 





Current Transportation Problems 


By GEO. B. LISSENDEN, 
Author of “ Industrial Traffic Management,” ete., ele. 


13. True and False Declaration 


| PR the original Carrier’s Act, 1830, which limits the liability 

of the carrier in respect of certain valuable articles, e.g., gold and 
silver coin, precious stones, jewellery, watches, clocks, etc., a carrier is 
entitled to know the nature and contents of any package handed to him 
for conveyance—if it contains any of the articles named in the Act— 
in order that the proper conveyance and insurance charges may be 
levied, and if a true and proper declaration be not made at the time of 
forwarding no liability rests with the carrier if a loss ensues. This was 
made quite clear in the case of Baxendale v. Hart, wherein it was said— 

We think that the Act requires the person who sends the goods to take the 
first step by giving that information to the carrier which he alone can give, and 
that if the sender does not take that first step, then he cannot maintain this action 
by the force of the first section, which expressly says, that the carrier shall not be 
liable unless the declaration is made. Such declaration, when made, will lead to 
other consequences ; the carrier will know what he is to have more, according to 
the tariff which he has stuck up in his office: if that sum is paid and the goods 
are lost, then of course he would be liable ; on the other hand, if he refuses to give 
a receipt as provided by the statute, or has omitted to comply, with any provision 
of that kind on his part to be performed, he would lose the protection given by 
the Act; but in no case can the sender recover unless he has taken the first step 
by giving the information which the Legislature intended he should give, as we 
think, in the very first imstance. 


Declaration Not Compulsory 

But if a package does not contain any of the goods mentioned in the 
Carrier’s Act, or provided it does not enclose explosives or other dangerous 
goods—which latter must in all cases be fully and properly declared and 
are conveyed by special arrangement only—it is not compulsory for the 
senders to declare to the carrier the nature of the goods he wishes to 
forward. In the case of Crouch v. London and North-Western Railway Co., 
Chief Justice Jervis said— 

No authority has been cited to show that a carrier is entitled in every case 
to know the nature and quality of the goods tendered to him to be carried ; and on 
looking at the other provisions of the Act of Parliament there seems to be no reason 
why the company should make the inquiry. With reference to dangerous articles, 
they are entitled by the Act to know the nature and quality, and such must be 


discovered to them at the time of the delivery ; and if the company suspect articles 
to be of a dangerous nature, they may open the packages. 


So far as dangerous goods are concerned, it may be well perhaps to 
refer to the case of Farrant v. Barnes, where the defendant caused a 
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carboy containing nitric acid to be delivered to the plaintiff, who was 
one of the servants of a carrier, in order that it might be carried by such 
carrier for the defendant, and the defendant did not take reasonable 
care to make the plaintiff aware that the acid was dangerous, but only 
informed him that it was an acid, and the plaintiff was burnt and injured 
by reason of the carboy bursting whilst, in ignorance of its dangerous 
character, he was carrying it on his back from the carrier’s cart ; and it 
was held that the defendant was liable to the plaintiff in an action for 
damages for such injury. 
Wiles, J., in delivering judgment, said—- 

I apprehend that a person who gives a carrier goods of a dangerous character 
to carry, which require more caution in their carriage than ordinary merchandise, 
as without such caution they would be likely to injure the carrier and his servants, 
is bound in law to give notice of the dangerous character of such goods to the 
carrier, and that if he does not do so he is liable for the consequences of such omission. 
An illustration of this is when a person puts on board a vessel goods which are of 
a combustible and inflammatory nature, and therefore dangerous, and it is clear 
that such person is liable to anyone who is injured thereby, in consequence of the 
wrongful omission of such person to give notice of the dangerous character of such 
goods when he puts them on board. (Brass v. Maiiland, 26 L J.Q.B. 49; Wilhams 
v. East India Company, 3 East, 192.) No doubt what the Court there laid down 
as to shipment on board a vessel, at least so far as concerns any criminal respons- 
ibility, may not apply to a case of goods sent by a carrier, as in, the present case. 
The case of putting goods on board a ship is a very strong and almost an extreme 
case, but it may be used to test the principle ; and I am of opinion that persons 
employing others to carry dangerous articles are bound to give reasonable notice 
of the character of such articles, and are liable, if they do not do so, for the probable 
consequences of such neglect of duty. 


And Keating, J., said— 


It seems to me to be clear that a party who sends a dangerous material by a 
carrier is bound to give reasonable notice that it is dangerous. Without, however, 
defining the extent of such duty, I think it ought to go at least to the extent of 
cluding the plaintiff, because he was the person whom the defendant may be 
considered to have actually known was employed to carry the article, and to whom 
in fact it was delivered by the defendant to be carried. 


Full and True Declaration Advisable 


But having regard to the fact that different classes of goods are 
chargeable at different rates, and seeing that by section 7, part 5, of the 
Railway Rates and Charges Order (Confirmation) Acts, 1891, and 1892, it 
is decreed that “If the consignor of a small parcel declines, on demand 
by the company, to declare to the company the nature and contents of 
a small parcel before or at the time when the same is delivered to the 
company for conveyance, the company may charge for the parcel as if 
it were wholly composed of articles comprised in Class 5 of the classifica- 
tion,” it will be obvious that it is in the consignor’s own interests that 
his goods be accurately described on the forwarding note. What follows 
proves the foregoing statement. 

Assume that a seed merchant in Reading hands to the Great Western 
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Railway Company in that town a consignment weighing, say, 1 cwt. 2 qrs., 
for conveyance to Glasgow, and describing it on the consignment note 
simply as “ one bag of seed.” The railway company, acting in accordance 
with Part 5 of the Act of 1891 already quoted, thereupon calculates the 
charge at the fourth class rate in this way: 1 cwt. 2 qrs., at 98s. 4d. per 
ton (“Smalls ” scale) = 21s. 3d. 

But if the bag contained, say, hemp seed or mustard seed, and the 
fact was disclosed to the company at the time of forwarding, the first 
class rate would apply, and the calculation would then be as follows : 
l cwt. 2 qrs., at 45s. ld. per ton (‘“‘“Smalls” scale)= 10s. In other 
words, the sender’s omission to disclose the nature of me goods would 
cost him IIs. 


There are, in fact, a variety of different rates applicable to seeds, thus— 


Class. 
Flax, not for sowing fa i ; ; . C 
Hemp, Mustard ; ‘ : TE 
Niger, Bird, Canary, Reno ; i A 
Caraway, Coriander, Dil . ; ; : . 3 
E,OH.P . : 4 


Nor is it sufficient, by the way, merely to describe the nature of the 
goods contained in the parcel. The purpose for which the goods are to 
be used should also be stated, as different classes of goods are chargeable 
at different rates. Thus, there are several rates for the carriage of oil, 
namely— 


Articls, Class. 
Oil, for lubricating machinery . ; i . l 
„» Castor ; 7 F A ; . 3 
» Mustard (in bottles) ; : ‘ . . 2 
» Essential . . : ; 5 


Hence it is not sufficient to describe the parcel as “ one parcel (or case) 
of oil” ; the precise nature of the oil (or whatever it may be) should be_ 
mentioned. 

Here, placed side by side, are the respective charges on a 14 cwt. 
parcel of the four different kinds of oil, conveyed from Glasgow to Reading, 
so that it may be seen at a glance how the charges vary according to the 
nature of the goods— 


$. d. 
1 Case of Castor Oil, for A purposes a ad at 
Class J, 4#.46., 458. 1d. 10 3 
1 Case of Mustard Oil, ctarpeabie m Class 2, “55s. 6d. , 12 4 
1 Case of Castor Ou, for SANY use, ALERS at Class 3, 
76s. 3d. . . 16 11 


1 Case of Oils, Hesantial, chargeable at Class 5, 41.25; 117s. 6d. . 2 ~ 


It pays, you see, to give the company a full and accurate description 
of the goods which one wishes them to carry—in further proof of which 
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see the accompanying statement. Moreover, if an accurate description 
is not given and a loss takes place during iransit the company is sure to 
set up the plea that as it was not correctly informed as to the nature 
and quantity of the goods it was required to carry it is not liable for the 
loss, and this plea will be accepted by the Courts as a legitimate defence. 


Penalty for False Declaration 

There are cases on record of where traders have misdeclared their 
traffics with the object of getting an advantage in’ the matter of rates 
and charges, and have been fined very heavily for their deception. Thus, 
in the case of L. & N.W. Ratlway Co. v. Moreing, the defendants took 
to the plaintiffs’ goods station three cases of goods for conveyance by 
` railway, and delivered to the company’s servants consignment notes 
in which the goods were misdescribed by the defendants with the object 
of procuring the carriage of the goods at a lower rate than would have 
been charged if they had been correctly described. Here it was held 
that the defendants had committed an offence within sections 98 and 99 
of the Railways Clauses Act, 1845. In General Electric Company v. Evans 
part of an electrical generator known as a “stator ” was consigned by 
rail, being divided into two parts and packed in two cases. The con- 
signment note described the goods as “ bearers,” to be sent at owner’s 
risk, and they were charged for as such. The rate for bearers at owner’s 
risk for the transit in question was 9s. 2d. a ton, and the rate for generators 
in parts at company’s risk was 22s. 9d. a ton. There was no rate in force 
for generators in parts at owner’s risk. On a summons against the 
consignors under section 99 of the Railway Clauses Act, 1845, for having 
given a false description of the goods with intent to avoid payment of 
the tolls payable in respect thereof, the justices convicted the consignors. 

A serious case of mis-declaration came before the Stipendiary in 
Birmingham in September, 1915, in which Walter Clifford, manager for 
William Cook, nail manufacturer, Champion Works, Cumberland Street, 
Birmingham, was summoned at the instance of the Great Western 
Railway Co. on six charges of making a misdeclaration as to the nature 
of goods consigned to firms in Bristol, Cardiff, and Plymouth, on various 
dates between 29th July and 14th August. 

In opening the case, Counsel for the railway company explained that 
the proceedings were taken under the Railway Companies Consolidation 
Act, of 1845. To protect themselves from firms who falsely declared the 
character of their goods in order to obtain the benefit of a cheaper rate, 
the railway companies had from time to time been compelled to take 
active measures to enforce the proper rates and prosecute those who 
persistently resorted to the practice. Cases of misdeclaration were 
somewhat numerous in the Birmingham district, and up to the present 
time all efforts to stamp them out had failed. Firms correctly describing 
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their goods were seriously handicapped by the fact that, having to pay 
higher carriage, they were not able to offer their goods at the same price 
as their competitors who misdeclared and so obtained a cheaper rate. 
The defendant firm had been warned on several occasions, and in April, 
1914, they were told that if any further cases of misdeclaration were 
reported the companies would be obliged to take a serious view of the 
matter. The rate for castors, cabinet handles, and similar articles was 
higher than that for nails. 

Evidence was given by the company’s police who spoke to examining 
the consignments in question. They were marked as “ nails,” whereas 
the boxes contained castors, castor runs, cabinet handles, etc., and the 
company had thereby been deprived of certain sums. 

Counsel for the defendant pleaded guilty on behalf of his client, 
but said the misdeclaration was due to inadvertence brought about by 
the rush of business during these exceptional times. 

The Stipendiary said it was a very serious matter, especially as there 
had been previous, warning. He imposed a fine of £5, in each of the 
six cases, and also allowed £5 special costs. 

In April, 1918, Messrs. Penrose & Co. were fined £20 with two guineas 
costs at Marylebone for sending collodion, a highly inflammable liquid, 
by ‘the Great Western Railway Co., without distinctly marking the 
nature of the goods on the outside of the package, or giving notice of the 
fact in writing. Prosecuting counsel said the collodion was packed in 
two cases weighing 14 cwt., and was consigned to Belfast as photo paint. 
As a matter of fact it was impossible to get this stuff to Ireland by ordinary 
means, as.the Belfast Steamship Co. refused to carry any explosive or 
highly inflammable goods by their steamers. The magistrate suggested 
that the sender disguised what it was in order to get it carried and with 
this suggestion the railway company’s counsel agreed. The result was, 
he added, that instead of being specially dealt with, it was treated as an 
ordinary parcel, and while one of the cases was being unloaded in Ireland 
it fell out of a sling and broke. That was how the offence was brought 
to light. Counsel for the defence pleaded guilty and pointed out that 
collodion was used in the manufacture of photographic negatives. The 
magistrate said it looked to him as if it was done deliberately, and imposed 
the fine stated. 


Declaration Sometimes Difficult 

In fairness, it must be confessed that it is not always an easy matter 
to decide what is the correct description to apply to one’s traffic and under 
what heading in the General Railway Classification certain goods fall. 
Thus, suppose you have a parcel of posters for consignment by rail, on 
referring to the General Railway Classification you will find that there 
is only one entry therein referring to posters and this reads as follows : 

190 





Current Transportation Problems 





‘Posters (or show-cards) mounted on rough wooden frames, covered 
with common canvas, in bundles, owner’s risk .. .Class 3.” And if 
your posters are not mounted but in sheets and folded, you will probably 
be uncertain as to how to describe the consignment. If you describe it 
on your consignment note merely as “ posters ” the railway invoicing 
clerk will in all probability charge you class 3—as he would be entitled 
to do under such circumstances. But actually you would be entitled 
to consign the parcel as “ printed matter, not bound,” and then the class 2 
rate would apply. In fact, as we have pointed out on previous occasions, 
the General Railway Classification contains numerous anomalies which 
press very heavily on the trading community. For instance, clothes’ 
pegs are classified in the same class as butter—that is, class 2.. Bungs 
and corks—articles, that is, of a comparatively inexpensive kind—are 
to be found in the same class as such expensive things as cigars and 
cigarettes—that is class 4, an untenable position surely. Many well- 
known articles are not to be found in the General Railway Classification 
at all. Thus, Bovril is still unclassified in the General Railway Classifi- 
cation, although it has for years been shown in the private classification— 
or as it is better known “ The Railway Clearing House Special Instruc- 
tions ” or “ Pink Pamphlet.” “Ivelcon” and “ Lemco” are only to 
be found in the “ Special Instructions ” along with many other every-day 
articles which ought, by rights, to be provided for in the General Railway 
Classification—which is the only one available to the general public. 
Why these every-day articles are not properly provided for would require 
a great deal of explanation if a competent authority were to inquire into 
the matter. 

To conclude: as everyone knows, the Railway Rates Advisory 
Committee has recommenced its sittings, and is now taking evidence 
from traders on the question of the revision of the railway rates and 
charges of this country, and will later on ask for the views of witnesses 
on the subject of classification. There is, therefore, an excellent oppor- 
tunity now for adjusting the many anomalies which exist and thoroughly 
overhauling the railway classification which, as is generally known, is the 
basis of all railway charges. It is only right and fair for those traders 
who have much to do with the consigning of traffic over the railways to 
attend before the Rates Advisory Committee and give their views as to 
what should be done to put matters right, and it is to be hoped that all 
those traders who have a grievance or who can contribute useful views 
and opinions, will make it their business to give evidence so that later on, 
when the new Railway Rates and Charges Bill is before Parliament— 
and of course, a Bill will certainly have to be approved by Parliament 
so that the position can be legally established—everyone can be assured 
that the Act will be as near perfect as possible and will meet modern 
business requirements. 
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Accurate Accountancy in Connection 
with Advertising 


By F. OLABEK 


M business houses which do a business depending in great 
measure on advertising, are sometimes apt—by over-caution in 
book-keeping——to do less than justice to their own Capital Account. 
The present article has for its object accurate accountancy, and not 
reckless or loose finance. 

At the outset, it may safely be said that the majority of advertisers, 
when making up their books—say, at the year end—charge off, as a 
current business expense, the total amount spent by them in advertising 
and publicity during the year. In other words, they treat advertising 
as an expense allocated to the working of the year in which it is charged 
up. The writer asserts that to do this is to conceive erroneously of 
advertising as a process: in most cases a certain amount should be 
carried forward from Advertising Account to the new year, so that a 
limited, and generally a fixed, proportion of advertising is carried on 
the books. The reasoning behind this process is easily defined. If we 
place, say, a column advertisement in a daily newspaper, and pay for 
it, we certainly do not then and there receive the full consideration. 
The column advertisement—the publishing of our announcement in 
that unknown quantity, the circulation of the newspaper—is not what 
we really pay for. What we pay for is the effect which that insertion 
is believed to be capable of producing on the public mind—and, as such 
effect is an intangible thing, not capable of being limited by time and 
place, we are justified in supposing that it endures. It is not exhausted 
the moment the advertisement has been inserted. Consequently we may 
carry forward a portion of the expense, just as part of the effect is 
carried forward. 


Cumulative Effect of Advertising 

This, however, is not the whole truth on the matter. It ignores a 
consideration obviously present to the mind of every advertiser at the 
time of making his plans—namely, what is technically called the “ cumu- 
lative effect ” of advertising. It is a principle well known to advertising 
men that an advertisement gains in effect by repetition—-by which is 
not necessarily meant a repetition of the same announcement, but 
repetition, conceivably, of the simple act of announcement. The subject 
is complex because there is a certain effect of impetus at the inception 
of any strong advertising campaign. The public thinks, “ Here’s some- 
thing new.” But, once this effect has worn off, a new one comes into 
action. Successive advertisements serve to remind the readers of what 
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they have seen before, until eventually they buy. The incautious observer 
of results might easily give credit to the last advertisement for making 
the sale, but previous ones have had their share in it. They have had 
their influence, but it is only now that they have taken effect, and this 
is the effect called the cumulative one—a very important element in 
commercial publicity. 

A similar negligence falsifies the accountancy of those who debit 
the current year with the whole cost of the advertising done in that, 
year. No one knows better than the very men who keep their books 
in this way, that old-standing and long-established confidence plays a 
great part in retaining public support. It is not only true that thirteen 
insertions of an advertisement are worth considerably more than thirteen 
times the price of a single insertion never repeated—though they 
generally cost less ; but that the fact that one advertisement, or the adver- 
tisements of one product, having been always on view is also a tangible 
factor in the returns from the expenditure on Advertising Account. 
We get the benefit in 1920 of the fact that we were already advertising 
in 1910, or in 1900, or earlier. Nothing is more common in old-standing 
advertisements than the announcement ,“‘ Established half a century,” 
and soon. Evidently people would not pay money to announce such a 
fact if it were irrelevant. Therefore, it ought not to be ignored in 
book-keeping. 

To this argument cautious merchants reply that, if they ignore 
the cost of their advertisements, and compute a year’s profits without 
reference to them, they will never know where they are. They will be 
over-estimating their results. The advertising bills have to be paid 
year after year, and they ought to take them into account. 


Goodwill 

This is perfectly reasonable, and it is right to charge off every year 
an ascertained or computed portion of the year’s advertising expenditure, 
because part of the effect is admittedly immediate or proximate. But 
the case is not met by repeatedly carrying forward—as some firms do— 
a fixed sum, generally one-third or one-half of one year’s expenditure. 
That such an arrangement is not fair to Capital Account will at once 
be seen, if we imagine the case of a man who intends to sell on the basis 
of his Balance Sheet, a business largely dependent upon advertising. 
Here, one of the assets should unquestionably be (as in practice it 
invariably is) the trade-mark or the factor reckoned as “ Goodwill.” 
If all, or nearly all, the advertising of each year in the history of the 
business has been charged off every Christmas, there will be nothing on 
the books to represent this item, and either a valuable asset will be 
presented gratuitously to the purchaser, or, when a lump sum is asked 
for the business as a going concern, there will be a complaint from him 
that the assets shown by the books are disproportionately small 
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compared with the price asked. This is no great matter to a man who 
does not particularly care whether he sells or not, but it may easily be 
vital to a man who wants to sell, or must sell, and he will probably 
suffer actual damage from his imperfect book-keeping. 
There ought to be set aside, and thus practically added to Capital 
Account (the standing credit upon which balances the total of such 
items as plant, machinery, buildings, office furniture, book debts, and 
investments), a regular yearly proportion of the amount spent. on 
advertising. Thus, the debit against Capital Account in the books 
(but really favourable to it on balance) of Advertising Account will 
grow by annual accretion, just as the business grows by the accumulative 
effect of an old establishment in public confidence. The case of a newly- 
established business, where a large sum has been expended in advertising 
without a full and immediate recoupment, even more clearly shows the 
force of the reasoning here employed. It is not common for such a 
business to cover expenditure at the outset ; it is usually several months 
before the corner is turned. Suppose the books are made up before 
this desirable result comes about, would it be fair to charge off the entire 
advertising expenditure ? No, the business has been set going and the 
results are gradually increasing as the consequence of what has been spent. 


When to Write Amounts Of 

In order to keep the books conservatively and cautiously, not unfairly 
loading the Capital Account, it is, no doubt, wise to limit the item of 
unexhausted advertising expenditure. As time goes on, it may be fair 
to act on the assumption that some of the older capitalisations of 
advertising may have lost part of their value, though the “ old establish- 
ment ’’ consideration ought not to be lost sight of. That is to say, 
when the standing debit is built up to a sum fairly representing—in the 
estimation of the proprietor of the business—the value of his trade-marks 
and the goodwill, it will be proper to charge off a larger proportion of 
expenditure to the current year; but, even now, sight ought not to be 
lost at each stock-taking of the increased weight which time lends to 
the business. Again, the entry of competition into the market may 
diminish the capital value of an established business, and the proprietor 
may think it proper to diminish his estimate of the asset, or even charge 
some of it off from year to year as deterioration, just as depreciation of 
machinery is charged off. But in a growing business the asset ought 
gradually to increase; just as the asset “plant” increases when new 
machinery is purchased; and to allow it to do so is the only fair and 
reasonable way to make the books indicate the true position of the 
firm. To act otherwise is to treat the business unfairly. Books are not 
kept—or ought not to be kept—wholly and solely in the interests of 
Profit and Loss Account ; they should be the mirror and representative 
of the actual value of the business. 

194 





“ The cup of the wages clerk is not yet full. He can look forward to a permanent 
addition to his duties as a result of the passing of the Unemployment Insurance Act?” 





National Insurance Developments 


By A. CLEGG, A.C.LS. 


Big Industrial Concern’s Model System 


D- the last few years, legislation has, tended to increase the 
work of the office staff of most concerns, and perhaps the section 
which has had above its share is that dealing with wages, for, take two 
items alone-——quarterly returns of manual workers for Income Tax 
purposes and National Insurance-—-only those who are daily in contact 
with this work can realise the extra work involved ; in fact, many firms 
have clerks who do nothing else but deal with these matters. 

Although much extra labour has been created in carrying out the 
findings of the Industrial Councils, which in many cases also means a 
great amount of detail work as a result of awards being ante-dated and 
awards having automatic sliding cost of living clauses, the cup of the 
wages clerk is not yet full. 

He can look forward to a permanent addition to his duties as a 
result of the passing of the Unemployment Insurance Act, which comes 
into force on the 8th November, 1920, bringing within its scope 
practically all persons already covered by the Health Acts. 

It may, therefore, be of interest to your readers if I describe the 
system adopted by a large industrial concern to meet the requirements 
of National Insurance, both Health and Unemployment. 

The Acts provide for weekly contributions in the case of Health 
10d. and Unemployment 9d. The employer being liable in the first 
instance for the whole, but having power to recover from the employee : 
5d. in the case of Health and 4d. Unemployment by deduction from 
wages. 

It is advisable to show on the wages sheet, against the respective ~ 
employee’s name or number, the amount of the contribution payable, 
splitting into two sections the amount to be deducted from his wages 
and the amount payable by the employer ; this also facilitates the making 
out of the man’s pay slip. The following illustration will amplify— 


WAGES SHEET. 
No, or nam? ce ormal 
Grade hours | Rate. . | Amount 
of Employes. Worked 


RL Se Ng itt 





Llsa 














H* = Health. U*= Unemployment. 
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The employer’s portion (cols. 3 and 4) is kept away from the wages 
payable to the man, as this must not be confused with any deduction 
from such wages. 

When the wages sheets have been made out, the totals of columns 3, 
4,10, and 11 equal the value of the stamps of all kinds; and a requisi- 
tion is made out for the number of Health and Unemployment stamps 
required and forwarded to the cashier. 

Where there are a large number of employees, automatic stamping 
machines are used, and the stamps can be had in rolls of 480 to fit 
these machines. 

These automatic stamping machines prove a great saving in both 
time and labour, as the stamps are stuck on the cards, cancelled by 
the date, and counted at one operation; and there is also the extra 
advantage of a complete check with the wages sheet, as the number 
of employees can be counted and checked with the counting register 
of the stamping machine. 

The Insurance Cards are kept ina locked cabinet in the same order 
as the workmen’s number appearing on the wages sheet, and these can 
be again split up into departments where necessary; it is essential 
that no cards are taken out of the cabinet without the knowledge of 
the wages clerk, as this would upset the system of stamping cards in 
the same order as the wages sheets. 

Under the old Unemployment Act, claims could be made for refund 
of a portion of the employer’s payment where the employee had worked 
regularly for forty-five weeks: this entailed a good deal of labour; 
but under the new Act there is no provision for such a refund. 

The National Insurance is dealt with as follows in the books— 

Cashier’s cheques for stock of stamps are posted to Debit of 
“ Insurance Stamp Account.” 

Wages cheques for total wages patd are posted to Debitof “ Wages 
Account.” 

Allocations of wages sheets amount earned are posted to Credit of 
“Wages Account.” 

Difference between Debit and Credit of “ Wages Account” (being 
employee’s National Insurance) is transferred to Insurance Stamp 
Account ; and at the end of the half-year the totals of columns 3 and 4 
(being the amount of insurance payable by the employer) are journal- 
ised, debiting “ Rates, Taxes, and Insurance,” or can be shown 
separately as ‘‘ National Insurance,” and crediting ‘Insurance Stamp 
Account,” which should leave the latter with a balance equalling the 
stock of stamps in hand. 

Insurance inspectors pay visits from time to time to see that the 
Act is being carried out; and it appears to the writer that forms could 
have been distributed in the first instance, setting out in a general 
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manner, systems of dealing with Insurance for the guidance of small 
firms, most large firms having their own system. 

The system described in this article has been found to work very 
well in practice, and its main features are simplicity and stamping with 
the minimum of time and labour; this latter is a great factor when 
dealing with a staff of, say, 1,000 workpeople ; whereas in the past 
they may have only had one stamp (Health), they will now have two ; 
of course, both stamps cannot be stuck on at one operation ; but with 
two machines, one clerk can deal with Health and the other with 


Unemployment. 





Income Tax Under the New Scale 


By W. E. SNELLING 
Author of ‘Income Tax Practice,” ete. 


The figures in this Article are taken from the comprehensive lables in the writer's 
“Income Tax Practice.” 


I’ was one of the duties of the Royal Commission on the Income Tax . 
to select a system of graduation and differentiation which would 
cause the burden of Income Tax to increase regularly and uniformly 
with increase of income. 

The system in force up to 1919-20 secured graduation and 
differentiation only with the disadvantages of “jumps” at limits of 
income; for example, the increase of tax, comparing an income of 
£725 with an income of {675 (£50 less) was much larger than the 
increase in comparing an income of £775 with an income of £725 (also 
£50 less), the said difference being due simply to the fact that in the 
former case the interval included £700, which happened to be a 
“limit ” at which the scale changed. 


Income (Earned). Tax (1919-20). 

675 15s, 

#725 (increase {£50 £108 15s. (increase £18). 
£775 (increase {50 £116 5s. (ancrease £7 10s.) 


The system recommended by the Royal Commission, and made 
law by the Finance Act, 1920, is a complicated one; but at least it 
ensures a steady progression in the incidence of taxation. With the 
scheme itself, the present article has nothing to do, but the results are 
worth a little consideration. 
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The New Exemption Limit- T 

There is no general exemption limit to correspond with the old £160 
or £130. The various allowances of late years made to incomes which 
exceeded those limits operated so as to exempt much larger incomes 
which nominally were taxable. The fiction of the general exemption 
limit is wisely discarded in favour of “allowances” according to 
individual circumstances. It is of interest to observe what is the 
lowest income at which Income Tax commences to be payable by 
single persons, and by married persons with no children and with one, 
two, three, or four children. The following table shows also the 
corresponding figures under the old system— 


LOWEST INCOMES TAXED 


hs EN TEN TAN, MMe TN NH ARNE TN NN La a aia 


Earned. 











Invest Invest Invest- Invest- 

ment. | Earned | ment, | Eamed. | inent. | Famed | meant. 
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261 ab ahs sho ais 360 342 oho 
210 210 235 235 260 260 285 285 























Medium Incomes 

The old system incorporated several glaring anomalies. With their 
removal we find that any smooth system of graduation, with present 
rates of tax, must, from quite a low point in the income scale, require 
aman to pay over 6s. out of every extra £1 he earns. Thus, a single man 
pays £33 15s. tax on a salary of £400; on {401 he pays {34 1s.; on 
£402 he pays £34 7s.; and so on, the tax increasing 6s. for every £l 
increase in income. To put the matter in a simple way, he cannot 
(after a certain limit of income), earn {1 overtime money without paying 
over 6s. The next table will show the amounts of income after which 
the State takes 6s. from every additional £1 income— 


LOWEST INCOMES ABOVE WHICH THE TAX IS 6s. ON EVERY ADDITIONAL £1. 


NIE YH lel sea 16th Anil VIA? Ys ised 
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Larger Incomes 


Super-tax now commences at £2,001 income, whether earned or 
unearned. The old earned income relief extended up to £2,500. 
Super-tax, therefore, applies to incomes on which Income Tax has 
hitherto been payable at a reduced rate. Under the new system, a 
reduced rate is allowed on a part of all incomes, however large they 
may be. Even an income of £100,000 may in future claim to be free 
of tax on £135 (single) or £225 (married), and, moreover, to be allowed 
a half-rate on the first £225 of what remains to be charged. It should 
be noted, therefore, that Income Tax relief may be claimed even where 
super-tax is payable. 


Tax on Various Incomes 


It remains to set out various incomes and the tax (including 
super-tax) thereon, so that the reader may have at least an idea of 
what tax he will have to pay in 1921 (for 1920-21). The first table 
will relate to earned income, and the second to investment (unearned) 
income (see overleaf). The tax payable on a. mixed (earned and invest- 
ment) income will be intermediate to the amounts shown in these tables, 
according to the proportions in which the income is mixed. The tax 
payable in 1920 (for 1919-20) will be shown in light face type for 
purposes of comparison. 





An Industrial “ Who’s Who ” 


oe Export Register published the Federation of British Industries gives 
a comprehensive survey of the whole field of British industry, and should be of 
great value in promoting trade. The 20,000 manufacturers connected with the 
Federation, either directly or indirectly, are given, and manufactures and products 
are arranged in alphabetical order, so that a buyer may experience no difficulty 
in finding the producers of a particular article. The register, which is printed not 
only in English but in several foreign languages, including French, Spanish, and 
Portuguese, 4s being sent to all parts of the world, and it is a volume that should 
be found in the library of every Chamber of Commerce. It is published for the 
federation by the Industrial Publicity Service, Ltd. 
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INCOME WHOLLY EARNED. 
INCOME TAX (INCLUDING SUPER-TAX WHERE CHARGEABLE). 
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No Children. 
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INCOME WHOLLY “INVESTMENT.” 
INCOME TAX (INCLUDING SUPER-TAX WHERE CHARGEABLR). 


3 Children. 


1918-20. 


2 Children. 


MARRIED PERSONS. 
I Child. 
1919-20. | 1980-81. | 1919-20, 
2 


No Children. 


Persons Nor 
MARRIED. 


INCOME. 


1920-21. 


1920-21. 


1920-81. 


1919-20. 


i OCOCCOOO 


s gagga 
= 

a ABEERES 
m A 

gej (m E: s an Eem Kan Ean gan) 

o | clearer 

a! 'RESREER 
m= tO 


QAooooooe 


Swmooeoo 
p = Tt pret ened 





a MQaeegooeaoa 
4 Aaaa SS 
EE EET 
ra oe 

Ai 

jja gar Eon Eon Ee o E am E an Koan Euan Ean 
BQ2ONDOCoCOS 
yah NOI oo D n To» Im 
SEPELA 

= 


a e n A w 


Don’t mise this lucid explanation of the financial instruments of trade with China— 
one of the world’s great markets of the future. 





Foreign Exchange 


By L. W. Cross 


; The Eastern Exchanges 


3. China 


Ce that country of vast possibilities, which is a of 
producing every kind of raw material that the human race needs, 
has a population of 400,000,000 souls. Its chief assets are the potential 
wealth of the soil, the industry of its inhabitants, and their Broeny 
in commercial transactions, 

The international exchanges that come within a review of Chinese 
finance are those of Hong Kong and Shanghai, and for the purpose 
of Chinese trade and finance that of Shanghai is the more important. 
The foreign trade of China is carried on almost entirely through the 
treaty ports, and the chief of these are Hong Kong for the South, and 
Shanghai for the Yangste Valley and the North of China. 


Fundamental Elements of Chinese Finance 
The problem of Chinese finance and currency is a lifelong study, 

and it is doubtful then whether any man would feel satisfied that he 
had probed its depths. It can, however, with reasonable certainty, 
be said that ultimately it resolves itself into three elements— 

1. Weight ; 

2. Quality or fineness of silver ; 

3. Convention ; 
and if this analysis bé fairly grasped, we shall have gone a long way 
towards an understanding of the exchange of China—particularly that 
of Shanghai. Another important point to remember is that when a 
Shanghai merchant is selling exchange (technically expressed as gold), 
he is buying silver; and when a Bank there buys a Bill on London, 
they are selling silver. Silver is the basis of all commercial trans- 
actions ; and when one thinks of the Chinese exchanges, it is in terms 
of the relative value of the two precious metals—gold and silver. 


Chaotic Currency Conditions 
The present chaotic methods for settling the internal debts of China 
could by no stretch of imagination be accurately described as currency. 
There is nothing in China which in any way approaches a currency 
system. The tael is the standard of weight and payment; but the 
number of grains to the tael varies with each individual province, and 
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in some cases within the province itself. As an illustration of the con- 
fused state of Chinese currency, Mr. F. B. Morse states in his book on 
The Trade and Administration of the Chinese Empire, that in a town 
named Chungking there are at least sixty possible currencies. 

The copper “cash” which again varies so considerably, that it 
commands a different value in different places and under varying 
circumstances, is the small change currency of the Chinese Empire. 
The value of this coin, which is; very approximately, about one-fiftieth 
of a penny, is so low that the quantity required in some circumstances 
is so cumbersome, that a man who is travelling may, in some cases, 
require a mule to carry. his “ money.” These coins are copper discs, 
and are threaded through a hole in the centre and generally hung round 
the neck. of the owner. Of recent years, however, these coins, which 
used to be such a feature of everyday life, have become scarce owing 
to a very considerable quantity being melted down for their copper 
contents—those made of the baser metals surviving the attentions of 
the melting pot. 

The more important taels are the Haikwan, the Canton, the 
Tsaoping, and (fer exchange purposes) the Shanghai currency tael. 
To attempt to describe in detail these various taels and their uses is 
entirely beyond the scope of this article. In brief, it may be stated 
that the Haikwan tael is the one used by- the Custom authorities; the 
Canton tael is employed chiefly for the weighing of bars of gold and 
silver; while the Tsaoping tael.is the one used in Shanghai for 
weighing the precious metals with the exception of silver bars. 

In China, as in India, the standard of weight is also the standard 
of payment. With China it is the tael; in India, the tola; and it is 
interesting, as we shall see later, that for practical purposes the fine- 
ness of the Shanghai currency tael is similar to that of the Indian silver 
rupee (}4ths fine). The word “ tael” itself comes from the same root 
as the Indian word “ tola,” of which the rupee is the money equivalent. 


Varied Mediums of Payment 

_ At the Treaty Ports, the Mexican, British, and Marie Theresa 
dollars, the yen, and the rupee are also mediums for payment, in addi- 
tion to the Chinese silver dollars that are in circulation. There are 
also certain Government and provincial note issues, and the principal 
exchange banks have note emissions which are regulated by their Articles 
of Association or the charter under which they work. In passing, it 
may be added that, resulting from the Russian debdcle, China has been 
flooded with a tremendous amount of rouble paper. The consequence 
of the native’s experience of this worthless paper is that he is now 
beginning ‘to place every kind of paper currency in the same category 
as.the Russian note, and is insisting upon payment in silver. 
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The basis of Chinese currency and international finance is silver, 
and it circulates there in the form of sycee (Chinese equivalent sai su). 
It is appropriately known as shoe currency, as its form is similar to 
that of a woman’s shoe. The fineness of sycee is not uniform, and it 
requires the certificate of an official, known as a Kung-Ku, appointed by 
the leading bankers and merchants, as to its standard before it is put 
into circulation and before it will be accepted in payment of a debt. 

All exchange operations with China ultimately resolve themselves 
into the question as to which would be the cheaper method of 
providing cover for exchange. There are two alternatives— 


1. The purchase or sale of Bills, which is the usual practice. 
2. The purchase or sale of silver. 


Kernel of the Chinese Exchange Problem 


A banker operating in Shanghai would have to decide whether it 
would be cheaper to buy bills on London or to sell silver in London 
less the expense of laying it down there. This is the kernel of the 
Chinese exchange problem, but the difficulty is in the solution of it ; 
and this is where the complications arise. The reverse operation. af 
providing cover from London would be to buy Bills on Shanghai, or to buy 
silver in London plus the expense of shipping it to Shanghai. In each 
case, the question to be decided is: “Which is the cheaper method? The 
purchase or sale of Bills is a comparatively simple matter; but the 
greatest care is required in dealing with shipments of silver, as there 
are so many factors that will determine the yield, in Shanghai currency 
taels, of a consignment. This is due to the complicated way in which 
silver is dealt in on the Shanghai bullion market. 

As we have said, the solution of the problem of Chinese currency 
and exchange involves three factors— 


1. Weight ; 
2. Fineness ; 
3. Convention ; 


and the answer this solution gives is what is known as the constant 
upon which the exchange banker works. There is another factor which 
influences the equation, and that is the price of silver in Shanghai. 
This price, however, varies very little and, what variation there is, 
is determined almost entirely by the size of the consignment. 

On the question of weight, it is interesting to note that the 
Chinaman has one weight for buying silver and another for selling it. 
When he buys silver, he takes the Canton tael as weighing 579-85 grains ; 
and when he sells, he takes the Canton tael as only weighing 579-84 grains. 
For example, when a consignment of silver arrives in Shanghai for sale, 
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and before it is converted into sycee, the equivalent of the bar silver 
in sycee is calculated in the following way. It is first converted into 
Canton taels, one of which is taken, as we have said, as being equal 
to 579-85 grains pure silver. The result in Canton taels is then con- 
verted into Tsaoping taels (Shanghai weight tael) at the equivalent 
of 102-4 for 100 Canton taels, which again shows that the Chinaman ` 
knows his business. The result in Tsaoping taels is then calculated 
in Shanghai taels at the rate of 93 to 100, and 1 per cent. is added for 
the betterness of the bar silver; but we are anticipating our subject 
a little. 

The fineness of the silver is determined by the Chinese touch 
system, which is based on a standard fineness of silver -935374, and 
the degree of betterness of the shoe is indicated by a mark or touch. 
In the case of imported bar silver, it is assumed as a touch of 53, which 
is equivalent to a fineness of ‘985650. This accounts for the equivalent 
of 93 Tsaoping taels to 100 currency taels, and the 1 per cent. for the 
extra fineness of silver as above, which, by the way, is not enough. 

There exists in Shanghai an old custom or convention by which 
98 taels weight of silver settles an obligation of 100 currency taels. 


Fineness of Chinese Currency 


We have taken a very rapid review of the factors that govern 
the currency and finance of China’s chief treaty port. We can sum 
up the problem we have thus reviewed, and I think perhaps enable 
it to be better appreciated if we remove entirely from our minds 
the very complicated formulae that are inherent to the subject and 
simply regard the currency as being #iths fine. This will be readily 
appreciated by combining the standard fineness of Chinese silver of 
935374 with the “olo ” or convention currency of Shanghai (s.e., by 
dividing the latter into the former) -935374 x 7 The resultant figure 
of 916% is identical with the purity of the rupee (.¢., 44ths fine). The 
analogy is hardly complete, but we express the same problem when we 
say a sovereign, +}ths of which is fine gold, purchases {1 worth of 
goods. The Shanghai currency in its crude form says the same thing : 
Hths of a given quantity of fine silver will purchase yth more of 
commodities. | 


Methods of Determining the Exchange 
To complete our brief survey of Chinese finance, it is necessary 
to indicate the method by which the sterling value of the Shanghai 
currency tael (indicated by $) is determined. This is governed prac- 
tically entirely by the London price of, standard silver. To express 
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it briefly, and to avoid complications by the tabulation of difficult 
equations, a banker desiring to cover an exchange operation in silver 
would have to lay down 1-173 ozs. of standard silver and pay the 
expenses of sending it to Shanghai. These, with interest at 8 per cent., 
amount to 2 per cent. So that with silver at 60 pence per ounce, the 
Shanghai exchange cannot go beyond 71-787d. without making it profit- 
able to purchase and send silver instead of buying bills on Shanghai. 
The reverse operation of providing exchange on London owing to the 
Chinaman’s method of having different calculations for ascertaining the 
weight of silver for buying and selling, results in the Chinaman only. 
selling 1:165 ozs. standard silver per tael. Due, however, to the Chinese 
touch system being by no means equivalent in accuracy to the 
European standard of assay, the consignments of silver do not generally 
agree with this figure, and the results are not always quite as good. 
Consequently, bankers who ship sycee from China allow a margin, and 
assume that they will get a minimum of 1-163 standard ounces of silver 
for their currency tael. The expenses of shipping silver from Shanghai 
are approximately the same, with the addition of about 1 per cent. 
for refining. Taking 3 per cent. from the constant of 1-163, a shipment 
of silver from Shanghai, with silver at 60 pence per standard ounce, 
would yield 67-68 pence per $. The movement of the white metal is 
however, almost entirely outward. 


Hong Kong Exchange 


One cannot leave the Eastern exchanges without some reference 
to that of Hong Kong, which is linked with China. Hong Kong is a 
port in the South of China, in the mouth of the river Canton, and is 
chiefly a transhipment port for trade with South China and Japan. 
Hong Kong is in the Chinese currency area, and, though administrated 
by the British Government, the Mexican, British, and Chinese dollars 
circulate there, also the notes of the Eastern banks. The trade of Hong 
Kong is 50 per cent. with Great Britam. The exchange is based on the 
Hong Kong dollar, and follows the price of silver with almost the same 
regularity as that of the Shanghai tael. 

One of the characteristics of the whole of the Eastern exchanges is 
that the exchange is fixed in the East, on the well-known principle that 
one draws and the other remits ; and it arises from the economic situation 
that a trader in China or the East cannot afford to wait until he receives 
a remittance for his goods exported any more than the native workman 
can wait for his wages, and he consequently draws against his shipment 
and settles the exchange rate with the Eastern Bank at once. The 
documents drawn for financing the Chinese trade are generally documents 
against payment or documents against acceptance. 
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Fuel Economy in the Factory 


By Jonn D. Troup, M.I.Mech.E. 


Relative Utility of Gas, Steam and Oil Engines 


T whole subject of fuel for industrial purposes may be said at 
the present time to be in the melting-pot; and there are many 
clear indications that we are getting this important matter on to a sound 
scientific basis, whereby industry will receive both heat and power 
more economically than has been common practice in the not distant 
past. 

It is important that the non-technical power user should have a 
knowledge of the fundamental factors which govern the use of fuel. 
With such knowledge he is able to commercialise any particular system 
for his own requirements, and not be led away by the momentary 
popularising of some new system which claims to revolutionise industry. 
There is no one system which will give the greatest efficiency in all 
cases, and as far as one can see, there never will be; each case must be 
considered on its merits. 

One often hears the present time spoken of as the “ oil age,” and such 
expressions are liable to give a totally wrong impression. There is a 
very large field for oil fuel; but this field is firstly for transport, both 
by sea, land and air, where it can show its greatest economy. But as 
the demand in this field is growing at a greater rate than the supply, 
and so far there does not appear any indication of the reversal of this 
state of affairs, it becomes difficult to understand how the so-called oil 
age is going to affect our regular industries; even though oil could be 
bought at an economic price. 

Fuel for industrial purposes is so much stored up energy which is 
capable of being converted into power or heat, or both. It does not 
matter in what form the fuel is, this statement still holds good; and the 
form best suited to any particular works becomes a purely commercial 
matter. There are, of course, many factors which govern the final 
commercial result, and it is the object of this article to endeavour to 
show the relationship between different classes of fuels, so that their 
commercial value may be more readily arrived at. 


The Fuel Research Station 


One of the most hopeful indications of the more economical use of 
fuel is the birth of H.M. Fuel Research Station at East Greenwich. This 
plant is designed for the reception of twenty to thirty tons of coal per 
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day, to be used in the different plants installed; which means that the 
fuel is tested under something approaching industrial conditions. The 
whole installation is wonderfully complete, including such plant as 
steam boilers, gas retorts, gas producers, gas engine, diesel engine, water 
gas generator, and all the necessary auxiliary plant for working 
and testing under scientific control and conditions. This unique 
organisation is not only concerned with the testing of fuels, but also 
with the important work of collecting and tabulating all available data 
of the whole of our fuel resources. The value of this testing station can 
scarcely be estimated, but there can be little doubt that it is going to 
play an important part in helping industry to economise in fuel. 

Before dealing specifically with each of the different classes of fuel, 

the principles governing their conversion into heat and work will be 
considered. In doing this, round figures only will be used, and some 
detail will be omitted, in order to simplify the problem, and to make 
the relative values of the different fuels perhaps more clear to the lay 
mind. 
Fuels are generally divided into three main classes; namely, solid, 
liquid and gaseous. The essential factor in each case is to know the 
amount of combustible matter contained in a unit weight, or unit volume 
in the case of gas. For our present purpose it may be taken that such 
combustible matter consists of carbon and hydrogen, and it is the 
percentage of these two elements in a pound of coal or oil, or in a cubic 
foot of gas, which determines its value for industrial purposes. 


Three Fundamental Points 

These elements are in reality so much stored up heat, and the amount 
of horse-power, or the amount of steam, which a unit weight of fuel 
will generate, is directly proportional to the total amount of heat con- 
tained in the unit. This is fundamental point number one, and it illustrates 
the present unscientific method of buying coal by the ton, regardless 
of the amount of heat which the coal contains. Different coals vary 
considerably in heat value as we know to our cost at the present time. 
The ash content may be anything from 5 to 30 per cent. Ash is dead 
matter and has no heat value, so that the heat value of the pound of 
coal is correspondingly reduced, but we still go on paying the market 
price per ton of coal. If a certain class of coal contains, say, 20 per 
cent. excess ash, over what we will call a normal content of, say, 10 
per cent., this means that at least 20 per cent. more of the first coal must 
be used to give the same result as the second coal. It follows that 
the value of a coal is not known unless its heat value is known, and that 
we should buy coal on the same basis as we are now going to buy gas. 

The unit of heat value is termed the British Thermal Unit (B.T.U.), 
and is the amount of heat required to raise one pound of water by one 
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degree Fahrenheit. A good average coal contains about 13,000 B.T.U.’s 
per pound. 

The second fundamental point is that the combustible content of 
the coal requires a definite and fixed amount of air for its complete 
combustion. This is a definite chemical law which must be obeyed for 
maximum economy; if too much or too little air is supplied, then 
economy suffers ; and so much extra fuel must be consumed for a given 
result. This fact is one of the principal reasons for the greater relative 
economy of liquid and gaseous fuels; because in practice it is much 
easier to control the correct air supply for oil or gas, than to the furnace 
of a coal fire. 

The third and last fundamental point is that the whole of the heat 
content of any fuel can never be converted into useful work. There is 
always a certain loss in converting the fuel into either heat or work ; 
and such loss or rather losses, determine the efficiency of the power 
plant. There is a very great difference in the heat, or thermal efficiencies 
of the different prime movers, due to their relative capacity to minimise 
these conversion losses. Taking average everyday working figures, the 
following are the relative fuel consumptions for steam, gas and oil 
engines, namely, 2, 1, and °5. This means that to obtain one horse- 
power for driving any machine, a steam engine would use 2 Ib. of coal ; 
a gas engine, | Ib. of coal, and an oil engine, $ lb. of oil. The efficiency of 
the plant, therefore, is of vital importance in determining the final 
working cost, but it is not necessarily the most important point; and 
this fact is too often overlooked. Incidentally, the low weight of fuel 
consumption per horse-power for the oil engine gives the principal 
reason for the developments now taking place in oil power for transport, 
particularly for marine purposes. 


Solid Fuels 


~ Turning now to solid fuels, we will consider conversion losses in a 
little more detail. Taking as an example the steam engine and boiler 
where coal is used as fuel; the coal has a certain heat value, say, 
12,000 B.T.U.’s per pound. During the process of combustion, heat is 
evolved due to the chemical combination of the oxygen of the atmos- 
phere, with the combustible contents of the coal. By this chemical 
action the 12,000 heat units in each pound of coal are liberated, but 
(and this is the important fact) the whole 12,000 units are not trans- 
mitted through the boiler shell to the water within. Certain losses 
take place, the hot ashes and clinker carry some of the heat to the ash 
pit; a certain amount of unburnt or partly burnt fuel finds its way 
through the fire bars; a larger amount is carried away to the chimney 
as hot flue gases; and finally, there is a small loss by radiation from 
the furnace. These losses in a well-managed up-to-date boiler house 
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total 20 to 25 per cent. of ii heat value of the coal; or in other words, 
a modern boiler plant has an efficiency of 75 to 80 per cent. The steam 
at the boiler stop valve, therefore, can only contain 80 per cent. of the 
original heat in the coal, and this heat has now to be converted into 
mechanical power by means of the steam engine. In passing from the 
boiler to the engine there will be some loss due to heat being radiated 
from the steam pipes. This loss is dependent upon the length and size 
of pipe, and whether it is covered with a suitable non-conductor of heat. 
In many plants this important point is overlooked, and lengthy steam 
pipes are used without any covering, resulting in a heavy annual loss 
of heat, which is the equitant of coal already paid for, and such loss 
could be almost wholly avoided simply: by covering the are with a 
good non-conductor of heat. 


Conversion Losses: A Startling Statement 

The steam at the engine is subject to further conversion losses; a 
certain amount is absorbed in driving the engine itself, which is lost in 
friction, but the extremely heavy loss is that due to the heat carried 
away in the exhaust. The final result of all these losses, from the 
original coal to the available horse-power at the engine crank shaft, 
or pulley, is that such horse-power is the equivalent of some 16 per 
cent. of the total 12,000 heat units of the coal, 84 per cent. being 
lost. 

This, then, is the meaning of conversion losses, and every working 
unit of any power plant is subject to the principle explained above. 
It will now be more readily understood why the oil engine is so economical 
with fuel; there are no boiler losses, the fuel itself entering the engine 
cylinder, hence the name internal combustion engine. 

Solid fuel may also be used in a gas producer, and the gas generated 
used in the cylinder of a gas engine for generating mechanical power. 
The coal in this case goes through similar conversion losses, but the 
final result is much better than that for the steam plant. The overall 
final efficiency of the gas producer and engine is some 28 per cent. of the 
total heat content of the coal converted into mechanical power; as 
against 16 per cent. for the steam plant. In the gas scheme the producer 
losses are about the same as the boiler losses; so that the gain is in the 
gas engine by comparison with the steam engine. 

The control of fuel consumption per unit power developed, in the 
case of a gas plant,-is very largely automatic, so that such a plant does 
not fall off in efficiency to any extent due to unskilled handling. On 
the other hand, a steam plant requires considerable skull if it is to be 
maintained at maximum efficiency. This is due very largely to the 
diffculty of controlling the correct air supply to the boiler furnace. In 
the past, regulation has been by rule of thumb in the average case, but 
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in a modern plant a continuous record is kept showing the chemical 
analysis of the flue gases, which is an indication of the completeness of 
combustion. In the boiler house this result is recorded as the percentage 
of CO, in the flue gases; and this record is visible on a dial, and guides 
the fireman in regulating his fires and draught pressures. It is not 
sufficient to know that combustion is complete, what the power user 
must know is, if he is obtaining the maximum pounds of steam per 
pound of coal burnt, or in other words, if his boilers are working at 80 
per cent. efficiency. To do this, both water and coal fed into the boiler, 
must be weighed, and daily records kept. There is suitable plant on 
the market for doing this, and it is just as essential to keep a record of 
the manufacturing cost in the power-house, as it is to do so for the rest 
of the factory. 

, In addition to ordinary steam coal, which is termed bituminous 
coal, there are other solid fuels available, including anthracite coal, 
coke, wood and peat. Each of these fuels requires special treatment 
to obtain the best results, that is to say, the power plant must be modified 
in detail, but their claim for adoption in any particular case is a commer- 
cial problem, governed by local conditions. All available fuels should 
be considered, when examining the power problem, and in these days 
the use of coke should have greater consideration ; it is economically 
handled, and some very good results have been obtained by mixing 
coke and low grade coal, by the Sandwich system, when certain furnace 
modifications are required. 


Liquid Fuels 


Liquid fuels include the native crude oil from which is obtained 
paraffin and petrol; leaving a residue known as fuel oil, now used in 
diesel oil engines, and for boiler firing. Then there is the shale oil, 
distilled from the native shale in Scotland, and the new developments 
in Norfolk. At the gas works and coke ovens, tar oils and benzol is 
recovered during the process of cleaning the gas. Alcohol is not yet a 
commercial proposition, but it is our future spirit fuel, and finally there 
is colloidal oil, which is a mixture of oil and powdered coal. 

It is not necessary to deal here in detail with each of these oils, because 
they are all governed by the same fundamental laws, and their relative 
value is very largely their relative price per ton; but here, again, each 
case must be studied on its merits. As an example: an oil engine 
capable of using a very heavy oil, would be much more costly than 
one to use light oil or spirit, and capital cost of plant must, of course, 
be made an item of working costs. - 

Our principal concern here is the special claim of oil as a fuel, when 
compared with a solid fuel, such as coal. It has already been mentioned 
that with oil fuel, it is a simple matter to regulate the air supply to a 
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nicety. The oil and air are fed into a burner by separate passages, 
each being controlled by its own regulating valve, so that it will be 
readily understood that it is a simple matter to adjust the mixture 
until the chemically correct quantities are obtained. 

This perfect mixing results in a higher thermal efficiency than is 
possible with coal, but in addition a regular heat is maintained, because 
there is a constant oil flame. This gives a higher mean temperature, 
with a resulting increase in the capacity of the boiler. Such increase 
in capacity may enable one or more boilers to be shut down ; or it may 
save further capital outlay when more power is required; in some 
cases the increased boiler capacity has been as much as 100 per cent. 

In large plants there is generally a considerable saving in labour, 
as stoking is only a matter of regulating valves. There are no coals 
to handle, and -tore, and no ashes to cart away and store; stand-by 
losses are reduced, and there is no smoke nuisance. 

This is briefly the case for oil, and it is, of course, a substantial case ; 
whether its adoption would pay is a question of its present and prospective 
market price, when compared with its definite advantage over coal. 
Roughly, it may be taken that a unit weight of oil will give twice the 
horse-power of coal when used in a steam plant, as against a coal steam 
plant; and four times as much horse-power when used in an oil 
engine. 

Colloidal oil has been demonstrated to be a thoroughly practical 
fuel, and its development will also be dependent upon local commercial 
conditions. 


Gaseous Fuel 

Turning now to gaseous fucl, space will not allow of dealing with 
this important subject very fully, but an outline of its economic value 
may be given. 

Gas as a fuel can make similar claims to oil, namely, high thermal 
efficiency, low labour cost, low capital cost due to increased capacity 
of plant, smaller weights of coal and ash to handle and store, and no 
smoke nuisance. In addition to these clfiims, there is the fundamentally 
important fact that the valuable by-products of the coal are recovered. 

Gas is available from a number of sources as follows: gas works, 
coke ovens, blast furnaces, gas producers, and the newer low temperature 
distillation plants. - . 

The general trend of development is to use gas in increasing quantities 
for heating purposes. How far it will be used for power will be decided 
by local conditions ; but there is every indication that the near future 
will see very big developments in the wholesale distribution and use 
of gas for industrial purposes. 

During the war-there was a serious shortage of gas in Sheffield. To 
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meet this difficulty a main was laid from the Tinsley Park Colliery, in 
the Sheffield district, and gas supplied from their coke ovens. One of 
the economies effected by this arrangement was a saving in the trans- 
porting of 40,000 to 50,000 tons of coal per annum, from the colliery 
to the gas works in Sheffield. During the past five years, the Sheffield 
Gas Company supplied and fixed no less than 864 gas furnaces for 
industrial purposes; with an estimated consumption of 598,000 cubic 
feet of gas per hour. 

In the Barnsley district, the South Yorkshire Electric Power Company 
are firing their steam boilers with gas from a large low temperature 
distillation plant. A similar plant is about to be installed near Sheffield, 
and a further plant is under consideration for Glasgow. 

The following figures are given by Low Temperature Carbonisation, 
Ltd., showing the result of carbonising coal by this method: From 
one ton of coal, smokeless fuel 0°7 ton. Gas, 7,000 cubic feet, sulphate 
of ammonia 20 Ib. Tar and oils 16 gallons. Motor spirit 3 gallons. 

These indications tend to show that the future will see gas and electric 
mains running throughout our industrial districts; when either or both 
will be tapped, according to individual requirements. When this ideal 
is complete, we shall have relieved the present transport difficulties ; 
we shall have increased the efficiency of industrial power, heating and 
lighting, and the pollution of the atmosphere will be reduced to such 
an extent that the monetary saving to the nation will be a substantial 
annual sum, as recent official reports clearly show, not to mention the 
benefit to human health. 
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The following article will help those persons who have several dividends from various 
sources to fillin their Income Tax Returns quickly and correctly. 





System for Income [ax Returns 


By W. REGINALD BRAY 


HEN the time arrives for filling in one’s Income Tax Return it is 

very often difficult to extract from dividend warrants, etc., the 
correct income to be returned, whereas, if it had been written up in 
analysis form from time to time, as received, the total can always be 
ascertained as required. It will be sufficient, therefore, if a book is kept 
recording the full title of the Investment, with the Revenue received 
therefrom, entered under four distinct headings, viz— 

(a) Taxed Dividends. 

(b) Untaxed i 

(c) Free of Tax R 

(d) Tax-Compounded ,, in each case for the year ended 5th April, 
every entry having a number corresponding to the number on the dividend 
warrant. Those recorded under head (a) should have three columns ; 
(1) Gross; (2) Tax deducted; (3) Net amount received. 

(6) One column only. 

(c) Three columns as in (a), the Gross amount being arrived at (when 
Income Tax is 6s. in £) by adding 3ths to the amount received, which 
would give such an amount which, less tax at 6s. in £, would leave the 
amount received. Thus, £10 received free of tax would be entered in the 
three columns as {14 5s. 8d., £4 5s. 8d., £10 respectively. 

(d) Same as (c). 

It is important to tabulate the Tax-Compounded Dividends separately, 
as these are not exempt from Super-Tax and the total may be required 
for that purpose. 

In cases where dividends are credited direct to the Bank Pass Book 
and no Dividend Warrant is received, these should also be entered in . 
the book monthly from the Pass Book and in place of the number (given 
in the case where a Dividend Warrant has been received), the date 
credited in the Pass Book with the letters P.B. before it should be entered, 
distinguishing, of course, between dividends coming under the heads 
mentioned A to D. 

Bg: P.B. 1/12/20. 

In the case of an Income Tax Repayment Claim, where vouchers have 
to be produced in support of dividends received and taxed by deduction, 
or a certificate in the absence of vouchers, furnished by the Bankers, 
certifying deduction of tax from the dividends credited to the recipient 
per the Pass Book, this book will be found to be most useful. 

The whole position will therefore be seen at a glance when the book 
has been written up for a complete year. It is necessary to examine 

213 





Business » Organisation -and : Management’ 


Dividend Warrants to see if any tax has been deducted as certain Colonial 
Stocks, the interest from which, if it amounts to under {2 10s., has no 
tax deducted. 

E.g.; Cape of Good Hope Consolidated 4% Stock 1916-36 

Natal 3% ji 1929-49 
Victorian Government ,, Inscribed Stock 1929-49 
and other similar Stocks paid by the London County, Westminster and 
Parr’s Bank, Limited, and therefore these amounts come under the head 
of untaxed dividends. 

Other Revenue from Investments which is never taxed before receipt 
are the following— 

(1) Dividends not exceeding {5 per annum from any Government 
or Corporation Securities inscribed at the Bank of England or Ireland. 

(2) All Dividends from Stocks purchased from, or held through, the 
Post Office Savings Bank. 

(3) Dividends on 44 per cent. War Loan Stock registered at the Post 
Office when the holding does not exceed £200. 

A wife’s income should also be kept in a similar manner, as the details 
are required both for Income and Super-Tax. The book will be found 
of immense value, not only for filling in Income and Super-Tax Returns, 
but for the person who ultimately takes charge of another person’s 
private affairs. 

It is also advisable to keep a record of Life Assurance Policies showing 
number of policy, full name of company, capital sum payable at death, 
date when policy was taken out and the premiums paid. 

The Finance Act, 1920, which replaces the previously existing exemp- 
tions, abatements and reliefs by other methods, does not necessarily 
mean that the recording of dividends is unnecessary, for in the latter part 
of Paragraph 10 of a Memorandum on the Provisions of the Finance 
Act, 1920, issued in September last, by the Inland Revenue Authorities, 
one reads: “ Where under the foregoing provisions, tax is not chargeable 
or is chargeable at 3s. only, in respect of any dividends, mortgage, interest, 
etc., received subject to deduction of tax at the 6s. rate, the relief due 
will be allowed, when possible, as a set-off against the tax chargeable on 
other income. Any relief due, and not so allowed, may be claimed by 
way of repayment.” It is, therefore, still as important as ever to record 
dividends in the manner described. 


aa 


at 
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“ Certain it is that a ‘ streak’ of something that is not normal is to be found in the 
majority of the great business leaders.” 


Table Talk on Business Topics 


By Dr. ELLIS T. POWELL, 
Formerly Editor of the “ Financial Newa.” 


i is the time of year when we begin to consider seriously how 
the weather is changing and how we can protect ourselves against 
its caprice. It is a curious fact that many of the City businesses, which 
nobody nowadays would dream of conducting in the open air, were 
originally carried on without protection from the weather. Stow says 
that “the merchants and tradesmen, as well English as strangers, for 
their generall making of bargaines, contracts, and commerce . . . did 
usually meete twice every day ’’—at noon, and in the evening; “ but 
their meetings were unpleasant and troublesome, by reason of walking 
and talking in an open narrow street, ... being there constrained 
either to endure all extreamities of weather—viz., heat and cold, snow 
and raine—or else to shelter themselves in shoppes.’’ About the year 
1534, King Henry VIII suggested that the meetings should take place 
in Leadenhall. This proposal was declined at a meeting of the Com- 
mon Council. Gresham’s servant, Richard Cloughe, provides us with 
a vivid sarcasm at the expense of the peripatetic London merchants, 
who preferred the open street to a roofed building. ‘‘ Consyderyng,” 
he says, “ whatt a sittey London ys, and that in so many yeres they 
have nott founde the menes to make a Bourse! but must wallke in the 
raine, when ytt raineth, more lyker pedlers then marchants; and in 
thys countrie, and all other, there is no kynde of pepell that have 
occasyon to meete, butt they have a plase meete for that pourpose. 
In dede, and yf your besynes were done, and that I myghtt have the 
lesure to go about hytt, and that you wyll be a menes to Mr, Secretary 
to have hys favore therein, I wyll nott doutt butt to make so fere a 
bourse in London as the grett bourse is in Andwarpe, withoutt 
molestyng of any man more than he shulld be well dysposyd to geve.” 
How well that promise was fulfilled, Gresham’s own Royal Exchange, 
on the site of the present noble building, bore ample witness, at the 
core of London’s city hfe. 


Touts of Exchange 


There is always a tendency in new countries to revert to these 
primitive methods of doing business. Doubtless that is the reason 
why in Canada I found peripatetic hawkers of foreign exchange doing 
a roaring business. In this country, exchange transactions were the 
monopoly of a mere handful of specialist firms until the late Sir 
Edward Holden broke in upon their preserve by displaying the mystic 
words “ Foreign Exchange” on the window of every branch of his 
bank, Nowadays all the banks conduct exchange business, though 
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most of us would be astonished if we found an individual selling foreign 
exchange to a theatre queue very much in the same way as he might 
be vending chocolate or the evening paper. This, however, is the 
regular thing in Canada. Wherever there is a queue, you will find a 
man running up and down offering to buy United States dollars for 
$1-10 Canadian currency. On a larger scale, he offers $11 Canadian 
for $10 United States currency. As I said, this is a reversion to original 
type. In ancient days, the exchangers actually spread their tables 
in the streets, loaded with piles of the various coins in which they dealt. 
This is the explanation of the Greek word for a banker (tvapezttes), for 
trapeza means “a table.” Incidentally, it also explains the record 
which informs us that the Founder of Christianity ‘‘ overthrew the 
tables ” of the money-changers. Nowadays, nobody would dare to sit 
in the open street with piles of gold and silver coin on a table in front 
of him for the purpose of carrying on exchange operations. Before 
Jong, the table would be upset and there would be a wild scramble for 
his stock-in-trade. When we talk about our advancing civilisation, 
we might occasionally remember that the money-changer of ancient 
days could venture upon an open display which would mean blue ruin 
to any modern imitator. 


The Fatal ‘ Street” 


In a case where the wares themselves néed not be displayed, 
financial London has for half a century or more been able to indulge 
its passion for open-air traffic. New York time is five hours behind 
. London. Consequently, in days when the American railroad share 
market was a great institution, London could only keep pace with 
Wall Street by dealing in “ Yankees ” long after its own official hours 
had come to an end. Thus arose the famous “ street ” market, where 
business to the tune of hundreds of thousands of pounds has many a 
time been done in the pouring rain or the driving sleet. Many a death 
from pneumonia among members of the Stock Exchange was directly 
traceable to this open-air market. whose roar frequently went on till 
7 o’clock or even later. The late George Loader, affectionately known 
to his City colleagues as “ Farmer Jarge ” from his jolly and rubicund 
appearance, lies to-day in his premature grave as a victim of this 
obstinate love of open-air business. Vainly was it suggested that a 
glass roof should be erected over Shorter’s Court, so as at least to keep 
out the rain and sleet. With equal futility did the police try to break 
up the market by turning the heavy Liverpool Street traffic through 
Throgmorton Street, where the crowds of yelling “jobbers” were 
assembled. That expedient led to the famous riots, during which the 
late H. K. Paxton, himself a 20-stone jobber, was hauled off to Moor 
Lane police-station on a charge of obstructing the obnoxious traffic that 
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interrupted his open-air dealings. I suppose this half-unconscious 
clinging to antique habits is only another indication of how thin is the 
veneer of civilisation that covers modern man and differentiates him 
from the ancestry who wrangled for bones with the cave-lion and the 
cave-bear. If one doubts it, one has only to remember that these 
same people annually answer the “call of the wild,” to seek by beach 
and moor and stream some gratification of the passion for Nature 
which generation after generation of conventional life has utterly failed 
to eradicate. 


A New Factor Enters 


It is a fact that quite an appreciable proportion of the capital 
subscribed to various recent industrial issues has come from the 
employees. It is even more remarkable that these subscriptions have 
been the result of deliberate policy. The workman has argued that 
there was no reason why the outside capitalist should secure the profit 
that was being made by means of the purchase of the shares. “I 
myself,’’ so the workman soliloquises, “ have got two or three hundred 
pounds in the bank. Blowed if I don’t have some of these shares so 
as to keep these London chaps out”; and the result is that in the 
case of one recent industrial flotation, involving the acquisition of an 
existing undertaking, over £70,000 of the subscriptions in response to 
the prospectus could be directly traced to the actual workmen 
employed in the business. There is no harm in adding that this 
phenomenon is causing keen disquietude among the extremists of the 
Labour Party. The average tub-thumping agitator will find a patient 
audience so long as he only talks of nationalising or confiscating the 
property of other people. But when he avows his intention of apply- 
ing that process to shares owned by workmen within the range of his 
voice, he at once arouses active antagonism. That is to say, the con- 
fiscatory process begins to menace the very individuals who are urged 
to support it. This kind of thing is providing an automatic brake on 
the policy of the extremists, and nobody knows it better than 
themselves. 


Always the Unforeseen 

The intrusion of this factor, totally unforeseen by the social 
extremists who are disconcerted by it, only affords another illustra- 
tion of the working of a characteristic element of the business complex. 
I allude to the difficulty of exact forecast, no matter how apparently 
exhaustive the available data may be. When the forecast has been 
made, and events begin to move, it is almost invariably found that 
a new factor, totaly overlooked by the prophets, has intruded 
itself. It releases new forces, or deflects old ones. It alters the 
“drift ” of development, or modifies the motives of the human actors. 
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Over and over again the result has been completely to falsify all 
anticipations, compelling a re-casting of any policy or method 
dependent upon their accuracy. This is'the reason why the best laid 
plans of statesmen so frequently “ gang agley.” After all, a statesman, 
like a solicitor, is only a business man specialising in a particular func- 
tion. He is no more immune from error than other professed experts. 
Where, as in fairly frequent instances nowadays, his business quali- 
fications are very threadbare, his achievements as prophet are all the 
more likely to be moth-eaten. 


Probably Ineradicable 


Will this factor of the unexpected ever be entirely removed? Mr. 
H. G. Wells has suggested that it will. He once argued that there 
ought to come a time when all economic and social developments could 
be calculated and foreseen with the same certitude as the results of a 
chemical combination. We should know all the factors and all the laws 
of their combination. Consequently we should be able to deduce 
economic and political results with an almost utter absence of error. 
But is that so? I very much doubt if man, as we know him, and as 
our posterity will know him for the next fifty generations, is not far 
too elusive a factor for the accurate forecast of the outcome of any 
problem into the data of which he enters. Even if all the thoughts, 
habits, propensities, and prejudices of contemporary man were known, 
there would still remain the fact of his ceaseless evolution: so that 
if he could be reduced to an algebraical formula for the scientific anti- 
cipations of one generation, time would alter the relative value of the 
factors before the next generation was marshalled on the scene. 


New Forces, Too 


Analogous reflections always cross my mind when I hear people 
talking about the exhaustion of natural forces. Coal, in particular, 
has been presented to us lately as a lurid example of the manner in 
which we waste irreplaceable stores of potential energy. At the end of 
a period, sometimes said to be short, but never estimated as longer 
than a couple of centuries, we are told that our available coal supplies 
will be utterly exhausted. Then we must cease to be a manufacturing 
and exporting country. Our population must decline to the level of 
agricultural food suppliers, and we must revert to the status of a purely 
agricultural community. All these gloomy forebodings evidence a 
blindness to the continued discovery of new forces, some of them, at 
all events, presenting potencies immeasurably superior to any sources 
of energy so far exploited by us. The mistake is all the more extra- 
ordinary when we have before our very eyes the example of electricity 
in its innumerable applications, almost entirely a development of the last 
forty or fifty years. The rise and fall of the tides and the diurnal motion 
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of the earth are instances of colossal forces as yet unyoked to the car 
of human progress ; while Sir Oliver Lodge’s recent references to atomic 
force indicate clearly that in this direction we may look for supplies of 
energy inexhaustible for hundreds of thousands, if not millions, of years 
to come. Whenever I am tempted to fall into a gloomy mood about 
the future, I invariably take from my shelves the Historical Register 
of two centuries ago, or the Annual Register of a century since, and 
spend half an hour in looking at the England of those distant days 
by way of a comparison with the environment in which I am privileged 
to live. 


The Abnormal “ Streak ” 


There is another consideration, rather difficult of approach in a ` 
magazine read by business men. Still, he who writes is himself a 
business man, and may therefore speak with candour to his kinsfolk. 
Even if you could reduce the ordinary human factor within the limits 
of accurate prescience, there would still remain the financial, com- 
mercial, and industrial genius to bring into the calculation; and him 
you could by no means transform into the component of a formula. 
It has been well said that genius is akin to madness. Certain it is that 
a “streak ” of something that is not normal is to be found in the 
majority of the great business leaders. It imspires them to their 
brilliant feats, sustains them when their colleagues are aghast at the 
risks that are being run, and consoles them if things go wrong and 
disaster supervenes. One of the most daring business men of my time 
was convinced that great schemes could only be hatched out in com- 
plete quietude, under water for preference. He spent nearly a million 
in making a gorgeous smoke-room, constructed of glass, under an 
artificial lake. There he would muse for hours at a time, puffing a 
strong cigar, plotting out his operations, and dreamily observing the 
fish which swam above him and the stars gleaming through the water. 
If the pressure of the lake had been too much for the glass, he must 
have been drowned like a rat in a trap, for the approach to his sub- 
aqueous retreat was by a subterranean passage several hundred yards 
in length. Nothing would ever have convinced me that this man was 
normal, when I had his subaqueous predilections and his terrible busi- 
ness hazards before my eyes. Yet for years he was a factor not capable 
of exclusion from activity, though utterly beyond the range of any- 
thing like scientific forecast by any mentality short of Omniscience. 


Judgment Plus——? 

This “extra ” faculty (the abnormal factor, as I have called it) 
may be used to uluminate the Selfridge philosophy of business. Mr. 
Selfridge has lately been on the lecture platform again. I am delighted 
to see him there, because he and I and Mr. Charles Duguid (formerly 
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City editor of the Daily Mail, and now associated with the Commercial 
Bank of London) were among the earliest exponents of the business 
lecture system. Mr. Selfridge’s subject was the “Joy of Work.” 
Dealing with the question of qualifications for promotion, he placed 
judgment first as being the basis of success, but held that it was 
insufficient of itself to ensure success. To it must be added energy 
to carry things forward to the goal of success. There were other 
qualifications almost as necessary, and among these that divine quality 
of imagination held an important place. Originality was the child of 
imagination, and alongside it must be placed nerve, which made a man 
say: “I will risk it. I will take my chance.” There was more of it 
in newer countries than there was here. There was an inclination in 
the older civilisations to play for safety. Supposing a man did make a 
mistake and fell. What then? One thing in England was very unfair, 
and that was public sentiment towards failure. In the United States, 
and in Canada, a man took his chance and perhaps failed in a little 
business. Ninety-seven people out of a hundred failed, but they pulled 
themselves together again, and with added experience and improved 
judgment achieved success in the end. 


The Lack of “Vision ” 


Now, it is your entirely normal man who has judgment at its best. 
He is accurately balanced, capable of bringing all the data into orderly 
array, so as to evolve a perfectly just verdict upon the business pro- 
posal before him. But he has neither “ vision ” nor nerve in the same 
way as the man who, from the point of view of the mental specialist, 
has a slight “kink ” in his intellectual make-up. Now that I have 
been so candid, readers will understand why I cannot illustrate from 
contemporary portraiture, but have been compelled to search in the 
galleries of the past. The average lunatic is certain of his own sanity,- 
though he is sure that all the rest of the world is mad. The great 
business adventurers of our time are equally satisfied of their own 
intellectual equilibrium, and would deeply resent the suggested pre- 
sence of any bizarre element in their make-up. So that one cannot 
indicate its nature until they, too, have passed from the whirl of the 
doing into the peace of the done. 


A Carpet Mania 


But we may look at the past and find the example of the abnormal 
combined with extraordinary financial genius which was offered by the 
late Colonel McMurdo. He has long passed from among us, so that 
there is no harm in mentioning his name. Among other achievements, 
his was the foresight which did much to open up large portions of South 
Africa to British influence, thus rather anticipating the activities of my 
old friend, the late Cecil Rhodes. McMurdo had a passion for carpets. 
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He never could resist the temptation to buy one. He indulged his 
passion until his West End house was crammed with the most elegant 
productions of the looms of Persia and every other producer. Finally, 
strolling home one day, he bought a magnificent Oriental specimen, 
measuring about 30ft. by 20ft., ordering it to be sent to Berkeley 
Square the next day, with men to lay it. On arriving home, he told 
his wife. 

“ Well, I don’t know where we shall put it,” replied the lady; 
“the house is stacked with carpets. There-is a Persian carpet on the 
floor of the cook’s room that has not got its equal in any drawing-room 
in the West End.” ` 

However, the next morning the men duly arrived with the carpet. 
McMurdo accompanied the foreman from room to room of his residence, 
seeking a home for his new acquisition. None could be found, until 
at last, standing in the dining-room, McMurdo pointed to the ceiling 
and said, “ Put it up there.” 

“ What? On the ceiling, sir ? ” said the foreman. 

“ That’s it,” replied McMurdo. 

“ Queer place for a carpet, isn’t it, sir ? ” said the foreman. 

“ What the h— is that to do with you ? ” was the answer. “ You 
put it where you are told.” 

So it was put, and there it remained until its eccentric possessor 
changed his residence. McMurdo was wise enough to die in harness. 


Mistaken Retirement 


Therein he was more sensible than some of his contemporaries. 
Again and again it has been my melancholy experience to see this view 
verified. In a fit of the “ blues,” or being temporarily “ out of sorts,” 
the busy and happy business man thinks he is on the shady side of 
60 and had better retire into quietude. Forthwith the old ties are 
severed, the familiar responsibilities surrendered, and the man thinks 
how happy he will be now that the shadow of daily care is removed, 
and he can take things easily. But no sooner is the clock stopped than 
the works begin to rust; and in fifty instances or more, within my 
recollection, the end has come swiftly and tragically. There were no 
years of quiet leisure, at least on this side of the River. In contrast 
with this state of things, I worked for years with a colleague who 
brought a sprightly and alert personality to the board-room when he 
was 92. He lived far into the reign of George V, though his vivid 
memory went back to the receipt of a “slab” of pudding at the 
rejoicings over the Coronation of William IV in 1830, and he did his 
work right up to the finish. Of almost equal calibre is my veteran 
friend, Mr. Falconer Larkworthy, till recently chairman of the Ionian 
Bank, with seventy-five years of banking work to his credit. 
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Reviews 
The Empire’s War Memorial 


and a Project for a British Imperial University of Commerce. By ERNEST H. 
Tayor and J. B. BLACK, M.A. (Macniven & Wallace, 188 Princes Street, 
Edinburgh.) 28. 6d. 


N 

A VERY great idea, but one which we fear is of too grandiose a nature for these 
penurious times, is developed in this interesting brochure. The authors who, 
as British officers, spent some eight months as prisoners of war in Germany, took 
an active part in the educational pursuits which helped to make the life of our 
soldiers endurable in captivity, and there conceived the idea that a fitting Empire 
War Memorial would be the establishment of an Imperial Business University, m 
which adequate facilities would be provided for the youth of the whole Empire 
to obtain a commercial education which would not be divorced from the real culture 
that is so essential to the citizen of the world. The dignity of the conception 
will touch the imagination of every business man, but it would be folly to ignore 
the financial difficulties which render ıt impracticable for the moment The 
project ıs eminently one for the consideration of an Imperial Conference, and 
certainly its adoption would enormously strengthen that spirit of goodwill between 
the Mother Country and the Colonies which is so precious an asset to the Empire 
asa whole. The details of the scheme are worked out with marked ability. 


Debentures 


The Purposes they Serve.and How they are Issued. By HERBERT W. JORDAN. 
Ninth Edition. (London: Jordan & Sons, Ltd., Chancery Lane, W.O.) 
Is. 6d. net. 


Company officials, commercial students, and business men generally will welcome 
this new edition of Mr. Jordan’s popular work. First published in November, 
1913, the fact that the present is the ninth edition, sufficiently indicates the invest- 
ing public’s appreciation of this useful exposition of the nature and purposes of 
debentures, and the manner of their issue. Attention is drawn to the various 
pitfalls associated with debentures which beset the path of the unwary investor, 
and valuable hints are given whereby exploitation may be avoided. 


Procedure at Meetings 


By ALBERT Orew. (Jordan & Sons, Ltd., Chancery Lane, W.0.2.) 6s. net. 


WIDELY recognised as an authority on the subject of the conduct and control 
‘of meetings, this work has reached a sixth edition, and now appears revised and 
considerably enlarged. Important recent cases affecting meetings have been 
included, while the scope of the work has been extended somewhat so as to allow 
of consideration of such germane matters as the government and control of limited 
companies, the powers of majomties and the rights of minorities, limits of alteration 
of articles, etc. Directions are given on practically every point affecting the 
proper conduct and contro] of (a) public meetings and (b) directors’ and shareholders’ 
meetings. Space 1s also found for useful chapters by the late Capt. G. Goodes, M C., 
formerly professor of Elocution at the Regent Street Polytechnic, dealing with 
“ The Art of Public Speaking,” and giving some capital hints on voice production ; 
while valuable appendices include a large number of test questions from the ex- 
aminations of the Chartered Institute of Secretaries, for which Procedure at Meetings 
is now an obligatory subject. 
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A Psychological Test of General Intelligence 


1. A Classification of Association Categories and their Use in Testing General 
Intelligence. 

2. A Test for the Quick Grading of General Intelligence by Groups. By MORLEY 
Datnow and E. R. Mason-THomepson. (The Pelman Laboratory of Applied 
Psychology, 4 Bloomsbury Street, W.0.1.) 5s. net. 


Tus interesting booklet contains the first published record of the pioneer research 
work on adult minds which is being performed in the Pelman Laboratory of Apphed 
Psychology, and marks a development in industrial psychology, on the practical 
side, of great importance to employers. The authors challenge the accepted view 
of most psycho-analysts that what is known as the association reaction, or the 
individual’s response to carefully selected stimulus words, is of little if-any value 
as a test of general intelligence, however useful 1t may be for revealing the presence 
of emotional complexes in the subconscious mind They give in detail, with exam- 
ples, the scheme of free association categories by means of which they were enabled 
to grade, from the standpoint of general intelligence, the reactions of some fifteen 
individuals selected from fifty widely different subjects At the same time, these 
fifteen selected types were graded independently for general intelligence by three 
judges who took as their standard “ the ability of the subject to express his or her 
personality and knowledge adequately in varying situations.” The resulting 
correlations between the judges’ estimates and the test results were astonishingly 
high, and in view of these results, which are clearly set forth ın percentages, the 
authors have reason for their claim that “ given suitable conditions, the association 
reaction type can be used as a good index of general intelligence.” This quality 
is satisfactorily defined as “ the power of making a rapid and accurate adjustment 
to environment,” and the second part of the booklet outlines a simple and ingenious 
test devised by tht authors for the purpose of quickly ascertaining and grading 
general intelligence by groups. It would hardly be fair to divulge the precise 
nature of this test, which seems quite effective enough for most purposes, and which 
does not demand any knowledge of psychology from the practitioner. Employers 
would probably find it very useful when engaging members of their staff as an 
additional means of testing the general intelligence of applicants. It is impossible 
without entering into technical details to attempt more than a general indication 
of the scope of this suggestive booklet, but it may be confidently recommended to 
all students of industrial psychology. A.S.A. 


Calendar of the London School of Economics and Political Science, 1920-21. 


(Published by thé School, Olare Market, Portugal Street, Kingsway, W.0.2.) 
2s. 6d. net. 


For students of banking, accountancy, economics, and in fact every branch of 
commerce, who desire to take advantage of the excellent facilities for evening study 
offered by the London School of Economics, this Calendar is indispensable. Impor- 


tant developments have taken place at the School recently in respect of the higher 
teaching of commercial subjects. 


A New Psychology 


By Witw14M MoDovuaarr, F.R.S. (Cambridge University Press.) 21s. net. 


We hear a great deal to-day of psychology. The word has come to be used ina 
- Joose.sense as being in a broad way the mental factor in every human operation. 

We read of psychology ın ‘politics, ın art, in literature, and recently we have heard 
of it in respect of business, particularly in respect of advertising and of management 
In fact psychology instead of being a science has tended to become a weapon of 
offence. Propaganda of various kinds avail themselves of it; atmospheres are 
created ; public sympathies are directed ; even the Government, it is said, is not 
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at all averse from using it at times of crisis. It was used in the war. Ludendorff 
ascribed his undoing to the skilled use of propagandist. ‘psychology against him. 
Now with a word like this on everybody’s hips, so to speak, it is just as well that 
we should set out to understand what it really means. Professor McDougall is 
the leading authority on what we may call the social value of psychology. He gave 
us a fine introductory analysis in his book on Soctal Psychology, and in this book 
on the Group Mind he fulfils his promise to carry still farther his studies of the 
mental life of groups. 

To him the chief group is the nation. It is in respect of his definition of a nation 
that we realize the foundation of his philosophy. AL of us have said, with M. le Bon, 
that a mob is capable of thoughts and of deeds of which no individual member 
of it would be capable. But when we come to a gathering of men “ linked by 
a common bond” we find that the association lives on a higher level than the 
individual member. Dr. McDougall assigns this to organisation. The nation is 
no mere congeries of units.. It is a purposeful organisation, and thus we may say 
that it is in the spiritual value of organisation that we find the true promise of 
collective consciousness. In this organisation long tradition is the strongest factor. 
“ The dead make a greater contribution than the living.” So it is true that 

“occupational groups, lacking the guidance and conservative power of old tradi- 
tions, depending for their strength largely upon the identification of the material 
interests of each member with those of the group, show a narrowness of outlook, 
a lack of stability and internal cohesion, and a tendency to ignore the place and 
function of the group in the whole community.” Dr. McDougall gives us the story 
of the development of nations in the earlier days and in their maturity. Not all 
that he says is cheerful or encouraging, but it is a vivid and clear analysis. 

The quotation which we have made is worth pondering over. The psychology 
of industrial groups has yet to be studied. We know too little of the craft guilds 
of the Middle Ages to be able to understand their psychology, and since then it has 
happened that industrial groups have had practically no tradition.” Still we are 
able to conjecture that the analysis to which this book subjects the greater groups 
will in some measure be applicable to individual units. It may be that we shall 
find that some of the characteristics of the group mind, as shown on the plane of 
the nation, can be discovered on the narrower plane of men and women associated 
together in an industry. It opens a new vista. “ The moral disposition is essen- 
tially altruistic ; it is concerned for the welfare of others, of men in general. Hence 
such a man deliberately applies his abilities to influence the minds of others. The 
exertion of such influence is to him an end in itself.” There is food here for thought 
on the part of the captains of industry. The new psychology has come to their aid. 


J.L. 
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NOTES OF THE MONTH 


U.S. Excess Profits to be Ended 


T United States Treasury proposes to abolish excess profits taxcs, 
which cannot continue their present yield owing to the decline in 
business and in prices. A substantial increase in income taxes, therefore, 
is deemed essential, says the Datly Mat. 


* * + 


£1,000 a Year Manual Workers 


Mr. Lancelot E. Smith, chairman and managing director of Smith’s 
Dock Co., Ltd., Newcastle-on-Tyne, writes in the November issue of the 
firm’s works magazine— 

One hears people remarking with astonishment—and really in some cases it 
seems to me almost with indignation---that some of our manual workers are making 
their £1,000 a year. Now those people apparently do not realise that any manual 


worker who is to-day making his £800 to £1,000 in our business is doing it on 
piecework rates. He is making that wage because he is delivering the goods. 


x * * 


The Press and the Trade Slump 

In an outspoken article in the Financtal Times, Sir Charles Macara, 
Bart., the well-known Lancashire cotton manufacturer, brings a serious 
accusation against the Press, charging it, in effect, with promoting the 
Trade Slump. Almost incalculable damage, he says, is being done to 
industry and trade by uninformed articles in the popular press to the 
effect that a great slump in prices is inevitable. He maintains that the 
cotton trade has suffered particularly from inexperienced men who write 
about it. ‘‘ First the Press ‘ wrote up’ the ‘ boom,’ and now it ‘ writes 
up’ the so-called slump. In both cases it has proved bad for the 
industry.” Sir Charles contends that despite the present low prices of 
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the raw material, there is no prospect of any immediate reduction in 
present prices, because every other factor in production—wages, coal, 
transport, etc.—has greatly increased in cost. “No fall in the raw 
material can compensate for these advances, nor is it possible for there 
to be a slump in the goods into. which so much expensive service has 
‘been put.” 

* * er: 


What are the Real Causes ? 


There can be no question that Sir Charles Macara is on perfectly 
safe ground in calling attention to the greatly increased cost of production 
in the cotton trade as an argument against the slump. But with the 
greatest respect to Sir Charles, who is a valued contributor to BUSINESS 
ORGANISATION AND MANAGEMENT, we think he is mistaken in attempting 
to saddle the Press with the responsibility for the present trade depression. 
The point is one of the greatest public interest, and deserves to be caxré- 
fully examined. The real causes of the slump in trade—up to the present 
there has been nothing worth calling a slump in prices, though important 
reductions have taken place—lie deeper and must be sought elsewhere. 
International factors cannot be dismissed ; they operate to an important 
extent. In America, which is enormously richer as a result of the war, 
the slump has been even more pronounced. In The Itmes’ Trade Supple- 
ment for 6th November, its New York financial correspondent reports : 
“There has been a staggering fall of wholesale prices in the United 
States, and it is not over yet.” Consumers have struck against high 
prices, and there have been drastic cuts in silk, woollen and cotton 
cloths. From the same issue we take: “Recent cables from the 
Domunion indicate that there is a general movement towards lower prices 
and lower wages throughout Canada.” In this country it is impossible 
to deny the reality of trade depression. The difficulties of the motor 
indugtry, the boot and shoe trade, the wool and cotton trades, the steel 
trade, and the rubber and tea markets, need no emphasis. Orders have 
been cancelled on a wholesale scale. Wholesale prices have fallen from 
their extraordinary high levels, and retailers show a growing determina- 
tion to wait for these reductions to be reflected in retail prices. As a 
result demand has crumbled away, and unemployment steadily increases, 
which, of course, only intensifies the prevailing depression in trade. 
There are other important causes : Labour unrest, the paralysis of 
Central Europe, foreign exchange difficulties, heavy taxation at home, 
and the Government’s financial policy generally, and it would be folly 
to deny their deadly cumulative effect. But it would be worse folly for 
the Press to close its eyes to these unpleasant facts. 

Whether any general fall in prices comparable to the slump in America 
can be avoided in the present circumstances is a matter of opinion, upon 
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which, so far as the cotton trade is concerned, Sir Charles Macara speaks 
perhaps with greater authority than any other living man. But that all 
is not well with British trade at the present time is an undeniable fact, 
which responsible journalists cannot ignore, and the effect of which 
it is their duty not to minimise. 


™ x * 


The Goal Strike Settlement 


General satisfaction has been expressed at the settlement of the coal 
strike, which happily obviated the disastrous effects of a longer stoppage. 
The miners get their immediate advance of 2s. per shift for a test period 
from the middle of November to the third week in December, when a 
sliding scale of wages in relation-to output and values will come into 
operation. The settlement involves some recognition on the part of the 
miners of the principle of payment according to output, and both they 
_ and the owners have agreed to co-operate in order to secure increased 
production of coal. Meanwhile thepestablishment of district committees 
and a National Wages Board, which will submit a scheme not later than 
3lst March next for the regulation of wages, and for dealing with surplus 
profits, is an important step in the direction of ensuring more harmonious 
relations in this vital industry. 


* * * 


The Wool Ramp 


The first meeting since March of the Wool Tops and Yarns Sub- 
Committee was held in London on 3rd November, and received the interim 
report of the chief accountant. The Sub-Committee was appointed by 
the Central Profiteering Committee to investigate cost and profits on 
wool tops and yarns, but it has been crippled in its activities, says The 
Times, owing to differences of opinion among its members. The report 
covers the results of only five firms of top-makers, the sixth firm submitted 
by the British Wool Federation having been omitted by the accountant 
because it was not representative. Comparison has been made of the 
year ended 31st December, 1919, with the years accepted by the Inland 
Revenue for excess profits duty purposes. We are indebted to The Times 
for the following summary of the accountant’s report— 

The accounts show that one firm made 35 times more profit per pound on its 
tops*than in the pre-war years, before deducting income-tax, and nearly 25 times 
more after allowing for excess profits duty. The least successful firm made four 
times the pre-war profit after deducting excess profits duty. With regard to net 
profit on turnover, one firm showed a percentage of profit which was seven times 
greater than before the war, without deducting excess profits duty, and nearly 
five times as large after deducting excess profits duty. The figures given for per- 
centage rates of net profits on capital show great variations, and indicate that some 


of the concerns are under-capitalised. One firm actually shows a net profit on 
capital before deducting excess profits duty of over 100 per cent. Compared with 
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the profits in pre-war years one firm shows profits nearly four times as great before 
deducting excess profits duty, and two and a half times after deducting excess profits 


duty. 

Very little comment is needed upon these highly significant figures : 
they are sufficiently eloquent without embellishment of any kind. No 
one will be surprised that there have been differences of opinion among 
the members of the sub-committee, a majority of whom have consistently 
supported the action of the British Wool Federation in refusing to disclose 
the actual amounts of the profits. There will be few differences of 
opinion among the buying public. The amazing thing is that this 
scandalous ramp should have been possible under Government control. 


* ae + 


Management Education in America 


American, firms are tackling with characteristic thoroughness the 
problem of how to find efficient executive officers to run their 
industries. According to the New York correspondent of The Times 
Trade Supplement, corporations representing some 26,000 millions of 
dollars have co-operated with prominent educationists in the provision 
of a definite scheme of ‘‘ management education.” It is intended that 
practical courses shall be established in schools, while arrangements are 
being made for the placing in industry during the summer of some 
thousands of students and teachers. In this way they will be able to 
obtain an insight into industry and at the same time to defray in part 
at least their college expenses. An annual grant of 100,000 dollars, 
subscribed by American industry, has been made to carry on the work. 
Part of this sum will be used to provide the colleges with suitable indus- 
trial data, and part to make possible special extension courses for men 
already in industry. The system will, it is estimated, be in working order 
in about a hundred colleges. 


* + * 


Dr. Ellis Powell's Tussle with a Pickpocket 


Dr. Ellis Powell, the genial contributor of our “ Table Talks on 
Business Topics,” and until recently editor of the Psnancial News, had 
an unpleasant experience recently. Entering an omnibus in Cheapside, 
Dr. Powell felt someone pushing from behind. He turned round, and 
as he did so his wallet, containing three {1 notes, was taken from his hip 
pocket. He seized the thief, and in a struggle the two fell out of the 
omnibus. The thief got away, but Dr. Powell had recovered the wallet 
and seized his cap, which enabled the police to trace him. The sequel 
took place at the Guildhall on the 28th October, when Patrick Griffin, 39, 
received sentence of six months’ hard labour for the theft. 
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The Five Days’ Week at Slough 


The Slough Trading Company, which was formed to take over the 
whole of the Government’s surplus motor transport and to develop 
Slough as a big industrial centre, have instituted the five days’ week 
of forty hours, and will give it a thorough trial for probably a month. 
Sir Percival Perry, chairman of the directors, explained to a newspaper 
correspondent that the men formerly worked forty-four hours a week. 
Many came long distances for the four-hours’ Saturday shift, and it was 
doubtful if it paid to start the machinery for only half a day. In order, 
that there should be no monetary loss to the workers the hourly rate 
of pay had been increased. The workers were reported to be extremely 
enthusiastic and working better. 


* * * 





Miners and the Regulation of Wages 

“ The miners, by rejecting the proposal for a bonus in proportion to 
output, have very probably saved the State from a very awkward posi- 
tion in which it would have been impossible for it to avoid incurring the 
reproach of having broken faith,” declares Professor Edwin Cannan, 
the eminent economist, in a striking letter to The Times. The principle 
of making the wages paid in an occupation rise and fall with increases 
and decreases in the aggregate output—an entirely new principlc—he 
points out must necessarily end in an impasse, and is to be strongly 
condemned— 


The natural tendency of increasing aggregate output is to diminish the value 
of the unit of output, and eventually even to diminish the total value of the aggre- 
gate output—as in the hackneyed example of the big harvest worth less than the 
little one, which is quite right and proper ; under the old system this diminution 
of value acted as a natural and easy check on the further application of resources 
to any particular branch of production by reducing the profits and wages obtain- 
able in it, but under the proposed system of paying wage bonuses on aggregate 
output wages must remain undiminished, uf they be not positively increased, no 
matter how far increase of quantity may have diminished the value of the product. 
It is obvious that no industry could be long carried on under this plan without a 
subsidy from taxation if the bonuses were really effective in causing continuous 
increase of output. 


Employers and workmen will do well to note that this high authority 
sees no objection to the principle of paying individuals according to 
their individual output, which, he declares, is reasonable; but he 
contends that to pay them according to the aggregate produce of an 
undetermined mass of natural resources, machinery, and labour is really 
quite out of the question. Professor Cannan will enlist the support 
of every experienced business man in pointing out that there is grave 
danger of expedients intended to be purely temporary continuing in 
force for considerable periods with disastrous results. There are indus- 
trics still working under the handicap of these hasty expedients which 
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have been adopted in moments of crisis without proper consideration, 
and often as a result of official pressure. No really permanent adjust- 
ments of existing wage anomalies can be expected until the points at 
issue in a dispute are decided either by a thoroughly independent and 
impartial tribunal, such as has been suggested by Mr. G. N. Barnes, M.P., 
or by a national authority, such as the Industrial Council, composed of 
leading employers and representatives of the great trade unions in equal 
numbers under an impartial chairman. 


* xk xk 


Showing Profts on Turnover | 


“ The admirable practice adopted by certain company chairmen of 
stating the profits and percentages on the turnover as well as on‘ the 
capital is attracting more and more attention,” says the Accountant. 
The advantages of adopting this practice at the present time appear to 
be considerable. It is well known that a large number of companies 
which have for years carried a considerable proportion of their profits 
to reserve, and employed them in developing the business, have recently 
capitalised these resources. This action is admittedly taken partly 
to avoid the misapprehensions likely to arise in the public mind from the 
payment of large dividends on a relatively small capital—one which, 
in fact, bears little relation to the real capital resources of the business. 
But how much more effectively would these misapprehensions be dis- 
sipated if the ratio of profit to turnover were published ? asks the Finan- 
cial News. “ What could be a more conclusive answer to a threatened 
strike than the publication of authentic figures showing a turnover so 
narrow that the concession of the advance must either bring the industry 
to a stand or compel an advance in the retail prices? It would be a most 
valuable contribution to industrial peace.” 


x * * 


Lord Haldane on the Industrial Situation 

Lord Haldane has been applying his gifted and philosophic mind 
to the study of economic problems, and his recent address before the 
new Institute of Industrial Administration at the Central Hall, West- 
minster, was a notable pronouncement. That a political vendetta 
should have been allowed to deprive the State of the services of one who, 
in the words of the Chairman, Sir Lynden Macassey, “‘ through his pre- 
vision ın organising the Expeditionary Force rendered this country the 
greatest service of any statesman in existence,’’ was a blunder of the 
first magnitude, and one that will be a lasting reproach to the respon- 
sible administration. Lord Haldane believes that the beginnings of a 
new social order are apparent in the present industrial situation; we 
are passing away from the relations of master and servant to that of a 
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condition of bargaining. The workers did not envy wealth; what they 
objected to was the domination of capital, and this he characterised as 
a root cause of unrest. Capital might be necessary, but it should 
not dominate. We must substitute as a basic principle the notion 
of services rendered in common, the success of the industry, and 
the greatest output and profit. The profits of the business should be 
divided among those who rendered services according to their merits. 
Capital should receive an interest commensurate with the risk run, while 
there should be special salaries for works managers and other specialists. 
“ If we can get unbroken peace and concentration on the largest output 
it will be worth while to have high wages and short hours everywhere,” 
Lord Haldane declared, in a sentence which will meet with the 
unqualified approval of all employers. 


* * * 


Workers and the Income Tax 

Do workers object so strongly to the payment of Income Tax as to 
‘ca’ canny ” for the express purpose of avoiding liability? In other 
words, are they quite prepared to deprive themselves of 17s. 9d. in wages 
rather than pay the 2s. 3d. Income Tax? The idea appears ridiculous 
on the face of it, but it is certainly suggested by the experience of Messrs. 
Albrecht and Albrecht, a firm of wholesale clothiers, of Leeds. This 
firm found that there was a marked tendency among their men to slack 
off when their wages approached the Income Tax limit, and abstentions 
from various trivial causes became frequent. About a year ago, in order 
to increase production, the firm offered to pay their employees’ Income 
_ Tax themselves, and submitted a scheme which was enthusiastically 
accepted. There has been no more slacking since, and production has 
increased all round to the benefit of everybody concerned. While Messrs. 
Albrecht & Albrecht have paid considerable sums to the Income Tax 
authorities, they have at the same time obtained a much greater output 
than would have otherwise been possible. 


* ™ * 


The Will to Industrial Peace 

One of the really hopeful features of the industrial “ complex,” 
which otherwise would be obscure and disturbing enough at the present 
time, is the fact that so many of our eminent public men are earnestly 
seeking to establish the basis of a better understanding between Capital 
and Labour along lines that offer rather more hope of permanent good 
relations than does the existing system. We do not refer here to big 
employers or leading trade unionists, who are, of course, specially inter- 
ested in maintaining peace in industry, but rather to such men as Lord 
Haldane, Lord Robert Cecil, Mr. J. H. Whitley, M.P., and fany others, 
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whose work in advocating various practical remedies for the ills of the 
industrial body politic is of the greatest value. Amid so many external 
evidences of conflict, there is a genuine will to industrial peace in this 
country. For there is an essential sanity in our public opinion. We 
are at bottom a moderate and temperate people, as much in our ideas 
as in our habits. There is httle sympathy with extremists, and those 
hasty advocates of the “ fight to a finish ” policy on either side during 
the recent coal strike represented a very negligible minority. 


* % + 


- Lord Robert Cecil’s “ Fundamental Misconception ’ 


One of these essentially practical remedies, which is receiving an 
increasing degree of public attention and support, is Labour Co-partner- 
ship. It has passed definitely beyond the experimental stage, and 
. although many co-partnership schemes have failed from various causes, 
most of the failures can be attributed to reasons quite outside the co- 
partnership principle itself, whilst many brilliantly successful schemes can 
be offset against the failures. The Labour Co-partnership Congress 
recently held at the Royal Society of Arts, Adelphi, brought together the 
heads of many successful enterprises from different parts of the country, 
who are enthusiastic supporters of co-partnership, after having tested 
its advantages in the light of practical experience. It is to be hoped 
that as a result of the proceedings considerable impetus will be given to 
the movement. That indefatigable advocate of Co-partnership, Lord 
Robert Cecil, boldly declared that the idea that the business of a great 
undertaking belonged to the owner of the capital is a fundamental mis- 
conception. The business consisted of the whole undertaking—labour 
as well as capital, and industry could not be carried on without the full — 
co-operation and goodwill of labour. Dr. Charles Carpenter gave an 
account of the remarkable successful co-partnership scheme of the South 
Metropolitan Gas Company. In this Company the workershave a 
holding valued at something like half a million sterling. , There are 
representatives of the men on the Board of Directors, and the system 
had not only allayed suspicion but even eliminated al/-talk of strikes. 


* * k 


The Right Way and the Wrong Way 


In our notes last month we went so far as to suggest that the policy 
of merely protesting against the evils of the Excess Profits Duty without 
offering constructive suggestions for its reform or.abolition was simply 
beating the air, and that business men, if they put their heads together, 
were quite capable of producing a satisfactory alternative. It is with 
all the greater pleasure, therefore, that we learn that Manchester 
commercial men are taking the initiative in the desired direction. 
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Manchester Chamber of Commerce and the Manchester District of the 
Federation of British Industries are taking the views of their members 
on E.P.D. and similar questions of national taxation with the intention 
of making constructive proposals. The Chamber of Commerce has 
appointed a committee to study the whole question of national taxation, 
which hopes to submit a reasoned statement to the Chancellor of the 
Exchequer before the next Budget is prepared. We can imagine nothing 
better calculated to secure the radical amendment of E.P.D., if not its 
total abolition, than this new idea. Taxation policy has too long becn 
_ in the hands of the politicians exclusively. There is no class more 
immediately sensitive to the effects of ill-advised experiments in taxation ` 
than the business community, and it would be very greatly to the advan- 
tage of trade and the country generally if the views of leading business 
men and bankers were given greater weight at the Treasury. 


* + x% 


An Industrial Sir Galahad 


The House of Commons has rarely listened to a more remarkable 
utterance than the speech of Mr. Austin Hopkinson during the recent 
Unemployment debate. It is of interest to recall that Mr. Hopkinson 
is the proprietor of the Delta Engineering Works, and that he is the son 
of Sir Alfred Hopkinson, formerly Vice-Chancellor of Manchester Uni- 
versity. During the war he held a commission in the Dragoons, and 
after being wounded at Ypres was discharged in 1916 as medically unfit. 
In 1918 he again joined the Dragoons, this time as a private, In Parlia- 
ment he sits as an Independent, and he has more than once given expres- 
sion to strikingly original views. These few personal details help one 
to envisage the personality of the man whose speech, delivered with 
passionate earnestness, made such a profound impression upon the House. 
Mr. Hopkinson is the apostle of a new aristocracy—the aristocracy of 
industry. - He is no lover of democratic government, which, he said, would 
always mean a very pernicious interference in industry. ‘‘ Confronted 
with the almost complete breakdown of industry, privation threatening 
a large proportion of the population, and nobody able to give any sort 
of hope of a real and complete remedy for this state of things,” Mr. 
Hopkinson called upon employers to strengthen their position as leaders 
and to build up an aristocracy in industry, by the path of self-sacrifice. 
He described the system by which fortunes were made during the war 
“ with very little trouble and with very little intelligence.” There was 
a shortage of nearly all the main necessities of life, and a producer of 
these necessities could charge practically any price he liked. “ Employers 
had given way to demands which they knew were unjustifiable, simply 
because it paid them to do so. They had gone on employing men who 
would not work at high wages, and put the whole burden on the consumer. 
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The result was that they were now finding their trade going away rapidly 
every week.” This, he said, was fault number one. The second fault 
was that employers made no attempt really to direct Labour in the way 
they ought to do. “The function of an employer was not primarily 
to become rich, but to direct labour in that industry so as to provide 
the most benefit for the country.” 


w x * 


Aristocratic Industrialism in Practice 

Mr. Hopkinson went on to describe the results of putting his theories 
into practice. It was hardly worth while, he remarked, in these days, 
with the present troubles confronting the country, to see exactly how 
much, as employers, they could pile up in the course of the year. He had 
tried the experiment himself of making it quite certain that in no circum- 
stances whatever could the appalling fate of becoming a millionaire 
overtake him! However much his employees produced they could not 
add to his income, and the moral effect on them, developing very quickly 
into a material effect; had been that their production had enormously 
increased. He had employed ex-Service men in skuled work, despite 
the threats of the trade unions ; he was still employing them, and the 
unions could not prevent him. Those employers who said they were 
prevented from doing so were not telling the truth; they were simply 
frightened. He challenged those who disagreed with him to suggest any 
alternative which would induce the working man to put his full efforts 
into the task of regaining not only our foreign but even our home markets ; 
and, in conclusion, said that it was his belief that the only thing that could 
put the employer on the pedestal from which he could give -commands 
with full justification, was that, unlike his men, he should not take all he 
might. 

Whatever one may think of the practical wisdom of these ideas, or 
of their applicability to human nature generally, it is unnecessary to 
doubt Mr. Hopkinson’s absolute sincerity. He firmly believes that the 
principle of aristocracy alone can save the industrial situation, and he 
has the courage of the faith that is in him. He maintains that the 
greater power to accumulate wealth is no longer a justification of leader- 
ship, and that history shows that at similar critical periods in the past 
men have always begun the reconstruction of the world with a clear 
conception of the principle of aristocracy, ‘the principle that the well- 
being of the many can only come through the self-sacrifice of the few.” 


Æ * ae 


Lord Cowdray’s “Ideal Wage’ 
Lord Cowdray’s rectorial address to the students of Aberdeen Uni- 
versity on the subject of “ Labour, its problems, and the ideal wage,” 
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shrewdly revealed the weakness of certain Socialistic assumptions which 
are commonly accepted without demur. The idea that the worker 
would necessarily earn a better wage, have more security, and better 
conditions, if he were working for the State than if he were working for 
a private employer was, he declared, an unproven assumption. It 
assumed that the total product would be increased if private profit were 
extinguished, and that the creators, controllers, and directors of com- 
merce, the inventors and designers would do better work for the State, 
though receiving a less remuneration, than they now did for themselves. 
This was an assumption which no impartial person thought of making 
in regard to the manual labourer, and there was no obvious reason why 
it should be true of other kinds of workers. The problem of the remunera- 
tion of labour was another obstacle which Socialistic schemes had not 
attempted to solve, though Communists had forced labour, prohibition 
of strikes, and fixed legal remuneration, decided, without appeal, by the 
Government as a solution. In Lord Cowdray’s view, the hope of the 
country lay in the substitution of the idea of partnership for the idea of 
war. This partnership, unfortunately, could never be on equal terms, 
as men were not equal either in hands or brains. There were, however, 
three factors in the “ideal wage.” He continued— 

* First, the guaranteed minimum ; second, a variable quantity according to the 
output of the individual ; third, a variable addition according to the result ofthe 
undertaking, To put it shortly it was piecework with a guaranteed minimum and 
a bonus on profits. This, if realised, would secure the worker against falling below 
the poverty line, put a premium on his individual effort, and give him an interest 
in the results of his labour. Some of the trade unions were active in their endeavours 


to kill all piecework. This they could not be allowed to do. Without piecework 
few industries in this country could permanently flourish. 





In conclusion, Lord Cowdray submitted to both émployers and 
employed that in the position we had reached it was all important to 
make great efforts to develop the third factor in the ideal wage—the 
bonus on results—with the workman’s voice in management. 


i + * 


The Training of Employees 
Lord Ashfield, in his presidential address to the Institute of Transport 
the other day, advocated an idea which has long been accepted in America 
without question, though it makes its way slowly in our more conserva- 
tive business circles. He urged that not for a selected few, but for all 
employees in the railway service, a chance or several chances in the 
opening years of their employment as the best poltcy for the railways them- 
selves. It was essential to good organisation and sound management 
to widen men’s practical experience, and the first stage was the inter- 
change of staff. This, it may be added, applies not only to transport 
but to every kind of business organisation, though objection might 
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reasonably be raised to interchanging the staff. “ The sack ” is a clumsy 
remedy for inefficiency, which should be used only as a final resort after 
other methods have failed. How often has it happened that the failures 
in one branch of a business have proved brilliantly successful in another 
department! Under a policy of impatient dismissal this could not occur, 
and the business would be the loser. The big industrial organisations 
in America find it highly profitable to keep a staff of instructors con- 
stantly employed, charged with the duty of bringing the whole body of 
employees up to the highest pitch of productive efficiency. A similar 
policy is practised with the greatest advantage in a great departmental 
store in this country, but it is a noteworthy exception. Do our business 
directors and managers sufficiently appreciate the fact that there is no 
finality in staff training, that it is a continuous process, the benefits of 
which are cumulative and apply even more to the business than to its 
employees? The hall-mark of the greatest savants is their humility 
and willingness to learn, and when the whole body of employees of any 
business, from the heads downwards, are imbued with the feeling that 
there is always something to be Icarned of bencfit to the concern, interest 
and keenness are stimulated to an astonishing degree, and the fact will 
not fail to be reflected in the balance sheet. 


Important Development of the Export Credits 


Scheme 


Te Federation of British Industries has secured an important concession in 

espect of the Government’s Export Credits Scheme. Under the Overseas 
Trade (C (Credit and Insurance) Act, 1920, the Government allocated the sum of 
£26,000,000 for the purpose of financing trade with certain European countries 
devastated by the war. The greater part of this trade, which necessarily involved 
the giving of long term credits under circumstances of abnormal msk, was obviously 
very exceptional in character. Approved exporters and manufacturers were, 
therefore, offered advances for a period not exceeding two years, but with power 
of extension, up to 80 per cent. of the cost of goods intended for export, but owing 
to the difficulty of obtaining advances from bankers for the remaining 20 per cent., 
the scheme remained something of a dead letter, as although £26,000,000 had been 
apportioned to the scheme, it was understood that only some hundreds of thousands 
had actually been drawn under its provisions. On the representations of the 
Federation, the Government have now agreed to advance to approved firms 100 
per cent, instead of 80 per cent. of the cost value of goods to be exported. Since 
the announcement of the concession a very large number of applications for advances 
have been received, which is pretty conclusive evidence that the change of policy 
is appreciated. 
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in this oulspoken article Mr. Nugent analyses the cause of falling trade and 
unemployment, and calls for a drastic reduction of Government expenditure. 





The Industrial Outlook 


By R. T. NUGENT, 
Director of the Federation of British Industries 


O“ the 11th of last month we completed two years since the Armistice 
was signed ; two years of almost unbounded commercial prosperity. 

Manufacturers, traders and workpeople have enjoyed during this 
period high profits and good wages, and up till quite recently employment 
on the whole had been ample. 

Looking back on these two years we may consider it a satisfactory 
record, and in some ways a very surprising one. The dislocation of 
production caused by the war led people to believe that the period of 
transference from war to peace output would be one accompanied by 
upheavals, commercial loss and in some cases bankruptcies and ruin. 
Quite the reverse has been the case. Now, however, we have arrived at 
a period when those responsible for the conduct of all businesses are view- 
ing the future with anxious eyes, and though approaching the problems 
that are facing them with confidence in their ability to grapple with them 
satisfactorily, at the same time are not blinding themselves to the very 
real perils and dangers that will have to be overcome. 


Trade Depression and Unemployment 

The most pressing difficulty at the present moment is the falling off 
of trade and the consequent growing unemployment. Prices of com- 
modities have arisen so seriously that consumers can no longer afford to 
pay for them, and consequently there has been a reduction in the demand 
for products. 

Following the cessation of hostilities there existed such a shortage 
of commodities throughout the world that buyers were prepared to pay 
almost any price to replenish their exhausted stocks, but now that 
available “ means of purchase ” are no longer adequate, the rise in the 
cost of production together with the restriction of credit, have contributed 
largely to cause a trade slump. 

It must be borne in mind, that whereas during the last two years in 
this country the change from war to peace production was carried out 
with comparative smoothness and speed, this was not the case with some 
of our manufacturing competitors on the Continent, who had suffered 
destruction of their great industrial centres, or were convulsed in the 
throes of social upheaval 

They are now recovering, and will once more enter the markets of the 
world. The position of the exchanges is advantageous to them, when 
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competing against the manufactured products of Great Britain in outside 
markets. At the same time, however, the exchange position in many of 
our old European markets presents an almost insuperable obstacle to a 
revival of our export trade. These old markets are particularly important 
as in them the whole machinery for an export trade from this country is 
in existence, and could easily be readjusted and set in motion again. It 
is a far more lengthy business to create the machinery to take the 
same volume of trade in a new market. 


The Government's Financial Policy 

It is only fair to say that no good can be done by shutting 
our eyes to the fact that our difficulties have been gravely intensified by 
the Government’s financial policy and the continued increases in the heavy 
burden of taxation. 

The Government profess to be attempting to effect deflation though 
they have not achieved much at present beyond a slowing up of the rate 
of inflation. They have encouraged a policy of credit restriction. At 
the same time, they are endeavouring to squeeze from industry an 
amount of taxation which, in the opinion of economists, bankers, traders, 
manufacturers and all others qualified to judge, is beyond the capabilities 
of the trade and industry of this country to supply. 

At the same time the workers, in order to meet the rising cost, are 
pressing for further increases in money wages. They seem obsessed by 
the idea that it is possible to obtain additional purchasing power by 
increasing the number of units in which wages are reckoned, without - 
relation to productive output ; and in other words, they are attempting 
to increase their purchasing power without reference to the amount of 
commodities produced for consumption. The result raturally is that the 
increased prices paid for Labour once again raises the cost of production. 
In this conjunction particularly 1t must be remembered that foreign 
competition is becoming effective in some industries. 

The Government is relying on profits to provide the enormous amount 
of money needed to meet current national expenditure. Labour is 
looking to the same source for its increased wages. 


Why Cost of Production Must be Decreased 


The facts, however, must be faced. The requisite profits are no 
longer being made in many industries, and in fact, if the means for 
decreasing the present cost of production are not found ımmediately, 
we shall see the disappearance in a very short time of even that minimum 
return which is necessary td enable industry to be carried on at all. 

We may therefore say that the cost of production is so enormously high 
that it will be impossible to lower prices to an appreciable extent consonant 
with the conduct of industry at all, unless the very high level of taxation ` 
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existing at present is reduced by the curtailment in the first place of 
Government expenditure, and by coincident increases in the amount of 
production for the wages which are being already paid to Labour. 

It must be remembered that the increased cost of Labour affects not 
only directly the Labour cost of any particular business, but also its raw 
material and transport costs. 

On all sides there is a genuine anxiety to maintain and even to increase 
the standard of living of Labour, and no one wishes therefore to lower the 
real wages which workmen earn. The value of their wages to themselves, 
however, can only be increased if Labour will co-operate wholeheartedly 
with all the others who are responsible for production in increasing the 
amount of commodities produced. 

Among other important points to be remembered when considering 
the outlook for industry are the extreme shortage of capital throughout 
the world, and the tremendous increases in the supply of currency. 

The shortage of capital is due not only to the enormous destruction of 
wealth which took place during the war, but also to the wasteful expendi- 
ture by all Governments of the new savings of their people during and 
since that period. 

The shortage of capital, when accompanied by an artificial increase 
of currency, means that the growing scarcity of commodities is accompanied 
by a continued increase in the buying capacity of the public, in whose hands 
is the increased supply of money. This by itself leads to a continuous 
increase in the cost of all commodities. l 

Even recently the shortage of supplies has continued owing to various 
causes, such as reduced efficiency of plant and labour, and the loss of 
output owing to the general reduction of working hours. 


The Vital Point 


The fact is often overlooked that the general level of prices depends 
on the relation between the total buying capacity of the community and 
the supply of commodities available to be bought. Therefore the essential 
point in the reduction of prices is the increase in the supply of commodities 
produced, without any further increase in the amount of money in the 
hands of consumers. 

As a nation we are really much poorer than we were in 1914, and it 
should not be expected that there can be any possible immediate improve- 
ment in the general standard of living. The position can be restored and 
the fresh capital the world needs can be obtained only by working to their 
maximum capacity the instruments for production which the war has 
left us. 

These are the only means by which this country can be recon-’ 
structed. The difficulties and perils which are facing industry to-day are 
` the inevitable result of a policy of attempting to secure a larger share of 
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“real” wealth by increasing the number of units in which wages and 
salaries are paid, without any relation to work done. 


Reduction all Round 


To sum up—increased trade is impossible without lowered prices. 
Substantially lowered prices are impossible without reduced costs of 
production. Reduced costs of production are impossible without reduced 
taxation and reduced labour cost. Reduced taxation is impossible 
without reduced Government expenditure, and reduced labour cost can 
only be obtained by reduced wages, or by an increase of output for 
present wages. 

The first step, and, although difficult enough, the easiest in the cycle 
of improvement, must be a drastic reduction of Government expenditure 
leading to reduced taxation. This alone in a few months will bring a 
partial revival of trade, and we should have gained a breathing space in 
which to adjust Labour conditions and to seek the best methods of 
solving the difficulties of exchange. 

In the opinion of the Federation of British Industries, therefore, the 
first and most urgent step is to inform the nation of the true facts of the 
situation as it exists to-day, in order that the pressure of public opinion 
may be brought upon the Government to force them to reduce their 
expenditure. This is the most vital question before the country to-day. 

It is tragic that the Government seem to be entirely blind to the 
precipice towards which they are driving. 





The Addressograph 


WTE reference to Mr. George Rogerson’s article in our October issue, dealing 
with ‘ The Preparation of Dividend Sheets,” we have received a letter from 
Mr. A. P. Crabb, Managing Director of Addressograph, Ltd., pointing out that the 
word “ Addressograph ” is the Company’s registered trade mark, and therefore 
cannot be applied to any other machine doing the work described in the article. 
We have pleasure in making this point perfectly clear to our readers, and in 
removing any possible canse of misapprehension. 
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An interesting article by a well-known authorily, which discusses an imporlant new 
development in the principle of Fire Insurance. 





Insurance Against Loss of Profits 
arising from Fire 


By J. J. Bisaoop 


HE business of Fire Insurance is based on a two-fold judgment 
of the risk offered to be insured. There is first the material appre- 
clation of the character of the building, its construction, the solidity of 
its walls, its division into sections by fire-proof doors where it covers 
an extensive area of ground, the nature of the business and processes 
of manufacture carried on in it, and rts relation to surrounding hazards. 
But equally important, although not so generally recognised, is the 
moral hazard, which is dependent on the character of the owner or 
occupier who wishes to be assured. The curve of fires rises in almost 
direct ratio to the curves of bad trade, and, although it would be too 
much to say that this is due to arson, there is no doubt that bad trade 
brings about a certain carelessness of management due to some extent 
to depletion of staff, which results in a crop of quite unnecessary fires. 


Development of the Principle 
, Bearing in mind the direct connection between bad trade and fire 
losses, it is perhaps not surprising that the Fire Companies were, until 
the last few years, unwilling to cover the additional risk of loss of profits 
arising from a fire. It was felt that the fact of such a loss being possıble 
was an additional inducement to careful watching on the part of the 
insured lest a fire should occur, and a safeguard against wilful fire-raising 
which should not be abandoned. 

The spirit of the age is progressive and, as it has been with a number 
of other contingencies or risks which at one time were considered to be 
impracticable and outside the legitimate sphere of an Insurance Com- 
pany’s operations, so it has been with loss of profits. To-day every 
reputable British Company issues a prospectus of a policy for insuring 
not only against fire, but also against loss of profits. Loss of capital is 
covered by the fire policy, loss of profits by a profits policy. 


What may be Assured 


Practically all these policies are identical in assuring— 

1. Loss of net profit ; 

2. Payment of standing charges ; 

3. Increase in cost of working the business under improvised 
conditions. 
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The first speaks for itself. The second may include rent, rates, taxes, 
imterest on loans, debentures or bank overdrafts, salaries to permanent 
staff and skilled workpeople, directors’ fees, auditors’ fees, and the 
hundred and one small liabilities which have to be met, fire or no fire. 
The third item is more difficult to estimate, but it is easily understood. 
The first desire of every burnt-out firm is to carry on again as quickly as 
possible. “ Business as usual” is the slogan which encourages both 
managers and men to forget the heap of débris where they once worked, 
and that means taking new temporary premises whilst the ruins are being 
cleared and the works being rebuilt. The policy we are discussing includes 
provision for this loss also. 


The Measure of Loss 


When we come to consider the settlement of claims under these 
policies the question of indemnity is not free from difficulty. The loss 
must of course take place within a certain specified period from the date 
of issue or date of renewal of the policy. That, of course, is ordinary 
practice. But it will be found that the policy specifies for a “ Period of 
Indemnity,” after the loss has taken place, and that, put briefly, means 
that the proposer in taking the policy must specify a period of time during 
which he thinks it likely he would be inconvenienced if a fire occurred. 
He might say to himself, that, in six months, or nine, or at the most 
twelve months, his works would be once more in full going order, and of 
course, the shorter the period fixed by him as the period during which 
he would expect to be indemnified the lower the premium. 

If then a loss arises the measure of it is reached by one of two methods. ` 
It may be ascertained how the fire has affected the “‘turnover,”’ or, 
alternately, how it has affected the “ output.” The accountant is put in, 
and he ascertains in the first case what the turnover was during’ the last 
financial year preceding the fire, and that the.amount insured does not 
exceed the net profit and standing charges for that year. Supposing, 
for instance, the turnover was £100,000, and the net profit and standing 
charges came to £10,000, then the profit and standing charges together 
would be 10 per cent. of the turnover and the amount to be paid as loss 
would be 10 per cent. of the total net decrease on the turnover for the 
stipulated period of indemnity, as compared with the similar period in 
the previous year, or such shorter period as may intervene between the 
fire and the full restarting of work. 

The attached table published as an illustration by one of the 
companies makes the meaning perfectly clear— 

TURNOVER STANDARD. 


A fire occurs on the 31st October. 

The Insured’s Policy is, say, on the basis of the previous year’s trading and 
protects the Insured to the extent of £15,000 against loss ın respect of Net Profit 
and Standing Charges for a period of twelve months. 
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The Accountant ascertains— 

That the amount insured (£15,000) does not exceed the Net Profit and 
Standing Charges (specified in the Policy) of the last financial year preceding the 
fire; 

That the Turnover for the said year was £120,000 ; and hence 

That the percentage which the amount insured bears to the Turnover is 
'124 per cent. 

By a comparison of the trading of the Insured after the fire with the normal 
trading before the fire, he arrives at the following— 


Turnover Turnover Decrease 
previous to Fire. after Fire. mTurnover. 
£ £ £ 

November . : 10,568 Nil 10,568 
December . ; 11,876 460 11,416 
January : P 10,934 1,286 9,648 
February . ; 10,533 1,893 8,640 
March ; i 10,126 3,366 6,760 
April ; ; 10,387 5,275 5,112 
ay . ; ; 10,648 6,792 3,856 

June . ; : 9,872 9,890 Nil. 





Total Decrease in Turnover, 56,000 £ 8 

Hence Loss at 124 per cent 7,000 0 

Add Increased Cost of Working (as provided under the ' 
Policy) say, 2,000 0 


OL oOo oA 


TOTAL AMOUNT OF Loss £9,000 0 





The method of settling if the “ output ” standard be selected is the 
same in principle and is well illustrated by the same company— 


OUTPUT STANDARD. 


The Accountant proceeds as in the above Loss Settlement, but, instead of apply- 
ing the “ Turnover ” Standard, ascertains that the Output for the previous financial 
year was, say, 240,000 tons, and yielded a profit of, say, £15,000, or Is. 3d. per ton, 

The amount of loss is then calculated as follows— 


w 


Output Output Decrease 

previous to Fire. After Fire im Output. 
November : 2,224 Nil. 22,2 
December . i 25,687 2,967 22,720 
January ; ‘ 22,789 3,797 18,992 
February . ‘ 21,365 5,653 15,712 
March : r 20,548 8,980 11,568 
Aprl . s i 18,964 11,412 7,552 
May . i P 19,633 14,401 5,232 
June . ; : 19,657 19,765 Ni. 





Total Decrease in Output, 104,000 £ 8 
Hence Loss at Is 3d. 6,500 0 

Add Increased Cost of Working (as provided under the 
Policy) say, 1,500 0 


S| o on 


TOTAL AMOUNT OF Loss £8,000 0 





It should be noted that the insurance not only applies to loss by fire | 
but includes loss by boiler or economiser explosion, or explosion of 
illuminating gas, or lightning. 
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Premiums 

It only remains to add that the Companies have no general definite 
rate of premium for these risks. That depends on the whole of the 
circumstances, and especially on the nature of the business to be insured. 
The amount of Net Profit and Standing Charges to be insured may be 
averaged over two years’ working, but the more usual amount dealt 
with is the result of the last year before opening the policy. If it should 
appear on a claim that the full amount has not been insured then the 
settlement would be subject to average, which means, for the benefit of 
the uninitiated, that if only half the amount of the last year’s profit and 
standing charges had been insured then only half the loss would be 
payable and so in proportion. Such points as these may best be cleared 
up with the companies when negotiating for a premium rate. 


Conclusion 

In all insurance business the utmost good faith is necessary, and in 
none more than in the insurance of loss of profits through fire. Granted 
that good faith, then the Loss of Profits policy will be found essential 
to the wise conduct of most businesses, and a source of infinite relief to 
its owner if the event of fire follows the provision duly made. It is well 
worth thorough examination and consideration. 
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The concluding article in this valuable series will appear in the next issue, and 
will deal with “ The Taterature of the New Management.” 





The New Management 


By A. P. M. Famina, C.B.H., M.Sc., M.I.W.H., and J. G. PEARCE, 
B.So. (Eng.), A.I.M.E.E. 


3. Factors in the New Management 


WE have seen that a most potent cause of the relative -failure of 
scientific management in the United States was lack of attention 
to the human element, partly ignored in the very extravagance of the 
claims made on behalf of the new methods, and in some cases consciously 
or unconsciously neglected by unenlightened employers who found 
use only for those ideas which appeared likely to yield increased 
outputs. 

The aim in view in developing the new management is to increase 
manufacturing efficiency and to diminish avoidable waste. Science 
introduced to assist this end is impersonal and may operate beneficially 
or harmfully to the workers themselves. The introduction of science 
will therefore only be good in so far as it subserves the human element, 
since otherwise any increase in efficiency due to improved organisation 
is more than counterbalanced by friction arising among workers. Pro- 
duction proceeds smoothly when the workers are free from suspicion 
and discontent, whether this arises from real or imaginary causes, and 
when working conditions with respect to heating, lighting, ventilation, 
are good, when canteen arrangements are adequate, and when rest 
periods ensure freedom from fatigue. The success of the application 
of science to industrial management must be considered with respect 
to industry as a whole, including the workers themselves, and not merely 
to mechanical improvement in a process, operation, or a standard time. 

Of the three main factors influencing the development of the new 
management in Great Britain the most fundamental is education, 
because without it the application of the remaining features, research 
and improved organisation, will be ineffective and even futile. 


Education 


Stress is laid on education for two reasons. In the first place only 
through education can we ensure in all grades of workers, unskilled 
labourers, skilled artisans, technologists, employers and managers, that 
change of heart which is an essential preliminary to the further develop- 
ment of the industrial system. Improvement can only be made with 
the fullest voluntary co-operation and consent of the gencral body of 
workers, and this consent can only be assured after a lengthy process 
of education which will bring sympathetic insight and understanding, 
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in the light of which broad industrial questions can be considered with- 
out bias or prejudice. Education will provide that self-restraint and 
discipline necessary in all who would lead or engage in self-governing 
functions, and will teach that experience is a necessary precursor of 
responsible control. Secondly, the instruction which is the instrument 
of education can be utilised as a means of conferring that knowledge 
and skill which all grades of workers must possess, in differing degrees 
according to the nature of the work they are called upon to perform. 


Education in Industry 


Education of the type referred to will apply not only to juveniles, 
but to adults, and not only to industrial workers, but to the public at 
large, all of whom are concerned as consumers with the efficiency of 
industrial processes. In the case of young persons, the present pro- 
posals of the Education Act, 1918, will enable all between the ages of 
14 and 18 to obtain continuation education for a period of 8 hours 
weekly either in a works school or in a municipal school. Through a 
suitable training period or apprenticeship, irrespective of occupation, 
steps can be taken to ensure that boys enter trades and occupations for 
which they have some natural aptitude, reinforced by inclination, and 
to select for further education and training that small percentage who 
have the ability and personal qualities by which they may rise to higher 
positions in technical, commercial, administrative or organising posts. 

During such a preliminary period of apprenticeship it is desirable 
that adolescents in a works have opportunities of associating for various 
purposes out of works hours through the medium of some formal body 
constituted and conducted by themselves, so that they are able to under- 
take activities affording some ground for practical instruction in citizen- 
ship. Clearly, practical instruction in the shops, opportunities for the 
exercise of what may be termed the civic spirit, and schoolroom instruc- 
tion can be best co-ordinated and made most mutually helpful if all 
are undertaken in the works with the assistance of suitable members of 
the staff. 

The tendency in manufacture to-day is to demand perhaps less of 
that actual craft skill which is only acquired through years of experi- 
ence—though many crafts continue to be as complex as ever, and new 
ones are developing—and more knowledge of materials and processes 
used in industry, which every year increase in number and complexity. 
Thus, any modern apprenticeship scheme requires to include instruction 
in trade materials and processes. The net result of this change, which 
is proceeding slowly, is that a higher standard of general intelligence 
and knowledge is demanded. This correlates well with the necessity of 
better education for appreciating the complexity of modern industry 
and the interdependence of its component parts. 
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Education Through Industry 

Interpreted in a broad and liberal spirit, there is every reason to 
suppose that the every-day experience of ordinary industrial life can 
be made distinctly educational, especially if opportunities are given for 
understanding the industrial system and its ramifications. At the 
present time, it may be said without exaggeration that it is exceptional 
rather than normal for the average worker to understand anything about 
the manufactures and policy of his employer beyond a limited acquaint- 
ance with the purpose of the particular job in which he is engaged. 
This lack of understanding is in the aggregate a potent factor making 
for friction in the industrial machine. An enlightened educational 
policy, systematically pursued, will not be in vain. It will provide a 
basis for interest in work which will give an enormous stimulus to the 
average worker and do much to eliminate industrial fatigue and ennui. 
In most engineering works, for instance, it is customary to submit 
finished goods before dispatch to a rigid test, the character of which 
depends on the demands made on the machine in service. Assuming 
that every worker were acquainted with the tests to which his particular 
contribution to the finished machine would be submitted, it is more 
than probable that he would take a sporting interest in its behaviour 
during test. In case of failure, an intelligent interest of this kind would, 
for instance, prevent any irritation at having to undertake a repair, 
and would considerably reduce the possibility of further trouble, owing 
to his comprehension of the cause. 

With workers of fixed habits and modes of thought education will 
do less than for adolescents, but nevertheless attempts should be made 
to provide opportunities for gathermgs of a social and educational 
character. From such gatherings, adult workers would get more value 
out of the instruction which will inevitably be the instrument of the 
wider education referred to above. The instruction in itself both for 
juveniles and adults has an independent value, which, however, is best 
insured when utilised as part of the wider educational scheme and not 
when pursued as a narrow end in itself. 


Education and the Human Element 

Training of the character will assist in solving many difficult problems 
of modern organisation. Among the most important of these are in- 
elasticity or lack of flexibility, and the monotony resulting from extreme 
specialisation. A works engaged in a definite line of manufacture with 
a definite working force would find it less necessary to change workers 
due to fluctuations in trade requirements and variations in the product 
manufactured, if a man is able to do several jobs equally well. The 
exigencies of trade may well determine a change from time to time with 
the result that the flexibility of the organisation is increased and 
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monotony is relieved. Even if a change is made without particular 
cause, any temporary loss in productive efficiency is more than counter- 
balanced by the freshness with which the work is attacked. In short, 
manufacturing firms may do well to consider, especially in view of the 
high cost of labour turnover, the desirability of doing with manual 
workers what is now frequently done with commercial and technical 
staffs, which are changed from one kind of work to another to meet 
developments in the organisation or changes in business policy. If 
such proposals mature as those relating to each industry carrying its 
own unemployed, this would be clearly economical. No good purpose 
will be served by underrating trade union objections, or of condemning 
the convictions on which they are based, but if they are met sanely and 
on reasonable grounds undoubtedly they will disappear, and the process 
of conversion is essentially educational. 


Industrial Research 

Progress in industry has in the past been continuous, in connection 
not only with materials, but with works processes and methods of 
operation, either through new machines or improvements of existing 
machines. Advances have also been made in the arrangement and 
disposition of material in design of the manufactured product, resulting 
in savings of weight and cost, and methods of eliminating waste have 
steadily been introduced. Up till the last few years, however, such 
progress has largely been fortuitous and unsystematised, and indeed 
has often been unwelcome. It is now recognised that the possibilities 
of progress are unlimited, but that progress is mevitable, not only in 
invention, but in discovery, especially in pure and applied science. 
The modern tendency therefore is to make definite and systematic 
provision for advance in pure science, on which industrial advance 
ultimately rests, and for its application in industry as and when made. 
Both these branches demand specialists, and in the case of industrial 
research a separate research department must in all large works be made 
an integral part of the works organisation. Very little work in this 
direction is required to make clear the instability of an industrial firm 
the position of which rests on trade secrets. The average worker is 
deeply concerned with this research provision. Every advance made 
ultimately benefits the consumer by cheaper products, by ensuring 
greater safety in large projects, such as transport systems, by advancing 
current standards of living and by providing increasingly rapid means 
whereby wealth may be won from Nature, thus facilitating that leisure 
through which higher standards of taste and culture may be enjoyed. 
The attitude of British labour on this question is passive, in striking 
contrast to that of the American Federation of Labour, the recent 
manifesto of which on research aroused widespread attention. 
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Scope of Research 


The term research should be interpreted broadly to cover any 
systematic investigation carried out in any field for the purpose of 
adding to our existing knowledge, or for applying knowledge to the 
problems of industry. Such work may be done by manufacturers 
individually, in a works research department, or co-operatively, in a 
Research Association. Through the works research department, close 
scientific control of materials employed and the processes through which 
they are passed may be exercised, in addition to the carrying out of 
scientific investigations on new or improved materials, processes and 
products, and so on. 

Education and research are scarcely factors in scientific management. 
Rather do they determine the spirit in which the new management 
should develop, and will indeed pave the way for the ultimate adoption 
of the new methods. They characterise the attitude of mind in which 
the new management should be developed. Research represents that 
provision required for ordered progress in industry, while education 1s 
the process through which manufacture may keep pace with the develop- 
ments in research and by which its fruits may be enjoyed. Even the 
essential factors of the purely organisation aspect of the new manage- 
ment are matters of education and research; education, for instance, in 
specific processes for increasing efficiency, research in physiological and 
psychological science for climination of fatigue, determination of 
characteristics of workers, motion study, etc. Incalculable harm has 
been done by some authorities speaking as if scientific management had 
already completed the work required, whereas years of work will be 
required in all industries, even if fully equipped with men capable of 
undertaking the work, before even a first approximation to the “ fact 
and law ” of the efficiency expert is realised. Indeed, in view of the 
changing character of industry it is doubtful if such work will ever be 
completed, but will normally proceed in parallel with the devclopments 
which take place. 


Improved Organisation 


The mechanical aspect of organisation, the establishment of forms 
of routine procedure and system whereby errors are prevented although 
a large number of human units each only imperfectly comprehending 
the whole may be engaged in series on one piece of work, is compara- 
tively an easy task to a trained and competent man. The organisation 
made will differ for each works according to type of product and local 
circumstances. The constant factor in all problems of organisation is 
the human factor, which, since it is incalculable, holds the possibility 
of disaster to the whole scheme. British managers are particularly 
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expert in that adaptation of means to ends which constitutes organisa- 
tion, and a formal study of the mechanical aspect of organisation is of 
less importance than the full appreciation of the systematic provision 
required to ensure co-operation between workers and management, in 
view of the growing aspirations of Labour and the increased interest 
being taken an the working of the industrial machine. Steps taken to 
ensure individual efficiency are fruitless if the study of collective efficiency 
is neglected, and, in spite of the adequacy of the former, the latter 
perhaps receives less attention. A few of the features of organisation 
which influence the work of the human element furthering the. objects 
for which the organisation is designed may be noted. 


Mutual Co-operation 

The most remarkable feature of twentieth century industry is the 
growth of the science of industrial organisation, a necessary corollary 
of power-driven machinery, resulting in the aggregation of workers in 
factories, and specialisation of function. Organisation has for its func- 
tion the proper co-ordination of effort of large numbers of workers 
without friction or overlapping, so that the desired result is obtained 
with an irreducible minimum of waste of time, effort or material. If 
conscious organisation is not employed, much of the value arising from 
specialisation of function is lost. 

The most extensive organisation, however, will fail in its purpose 
if it does not succeed in securing the willing co-operation of all grades 
of workers engaged in it, and into concerns the size or complexity of 
the product of which necessitates a high degree of organisation some of 
the most delicate questions enter. Necessarily there is as little oppor- 
tunity for each individual worker to have personal intercourse with the 
manager as for a private soldier with a brigadier-general. The possibility 
in individual cases is or should not be excluded, but if attempts were 
made in every case the workers as a whole would be the first to suffer 
for the manager’s absence from his post. Yet the very idea of a manager 
working in his office away from the workers and seeing them rarely 
inhibits to some extent any tendency towards wholehearted co-operation 
which may exist. The very facilities offered by modern industry for 
the employment of the lowest classes of workers intensifies this difficulty. 
In addressing meetings of workers, or deputatians, one of the few ways 
in which the lack of personal contact can be overcome, works managers, 
often without great dialectical skill, must, speak as warily as any 
politician, so difficult is it to say that which shall carry the ungrudging 
assent of all. 

It is therefore necessary not only that a works manager should be 
broadminded, just, able and willing to see things from a point of view 
often less enlightened but no less sincere than his own, but that he 
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should establish an organisation by which his intentions will be univeP- 
sally interpreted as he desires. Only so can his policy be made effective. 
The features of such an organisation in a modern works may be inferred 
from the machinery which may be set up. 


Working Conditions 

Industrial work can only be carried on at highest efficiency when 
workers are free from all preoccupations and grievances—real or fancied 
—and when the working environment is healthy. The removal of 
grievances will be considered later, and the provision of healthy sur- 
roundings is one of the first tasks which should engage the attention of 
the works manager. During the war the process of making heavy 
manufacturing industries fit for women to enter was carried out by what 
has become known as welfare work, but the improvement is required 
for all workers, and scientifically determined standards are available for 
the requisite provision of air-space, heating, lighting, natural and arti- 
ficial ventilation, sanitary conditions, canteen arrangements, medical 
and surgical attention, etc. The desirable minimum is crystallised in 
the Factory Acts, but these merely insist on reasonable safety. Efficiency 
demands and should obtain much more. Where these conditions are 
governed by a welfare department, care should be taken to avoid an 
arbitrary assumption of authority or of patronage. Even wrong ideas 
in older workers should be eradicated slowly by educational methods, 
and care should be taken to avoid extravagance or ostentation. 


Employment 

Applicants for employment should be carefully examined by a 
competent officer in charge of an employment department, who may 
conveniently maintain records of service of all employees, their transfers, 
promotion, out-of-work and sickness benefits, health insurance records, 
etc. The employment manager may also see that the Factory Acts 
are complied with and undertake work connected with compensation 
for accidents. He should examine applicants with particular reference 
to character and general fitness, and foremen and departmental managers 
should consider candidates from the employment department with regard 
to technical fitness or skill only. Needless to say only applicants with 
satisfactory references or good character should be referred to foremen. 
Medical examination is of considerable assistance in helping an employ- 
ment manager to decide what to do with an applicant, not necessarily 
in refusing employment, but in placing him in work in which any 
physical disabilities will not be an undue handicap and in recommending 
suitable preventive measures. No workman can be efficient if he is 
troubled with ill-health. 

Apart from the administrative value of having in a central office all 
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records of service, rates of pay and promotion, of employees, the human 
value of an employment department is important in affording the same 
opportunities to all applicants to state a case, heard in a courteous and 
impartial manner. Such an initial favourable impression counts for 
much. 


Fatigue and the Study of Elementary Movements and 
Unit Times 


Fatigue in modern industry is invariably nervous rather than 
muscular, and the insidious nervous form is much more difficult to 
` combat than the latter because it may set in without the worker be- 
| coming conscious of it. It betrays itself in an increasing difficulty in 
concentration resulting in a greater accident tendency and in a steadily 
decreasing efficiency due to greater expenditure of nervous energy to 
obtain a given result. 

One of the most potent factors in eliminating industrial fatigue, one 
which is not easy to account for on psychological grounds, is the exis- 
tence of an emotion, such as interest in and liking for the job. This in 
itself staves off any fceling of mental weariness due to monotony, and 
it would appear that several methods may be adopted to promote and 
maintain such an interest. The first is the judicious periodical change 
of occupation referred to above. Under existing British industrial 
conditions the change in the character of work passing through the 
average shop in many cases practically amounts to this. On the 
introduction of standardisation and mass production, this point should 
be given careful attention. The second method is to educate the worker 
to an appreciation of the place of his work in the sequence of manufac- 
ture so that he can visualise the material coming to him, the manner 
in which it progressively changes its form before it reaches him and 
after it leaves his hands, and the use to which it is put. 

Apart from the influence of mental attitude on fatigue, much can 
be done actually to minimise fatigue by the careful study of existing 
works processes so that unnecessary handling of materials may be cut 
out. It is regrettable that so much misconception should be prevalent 
on this subject, largely owing to the particular types of motion study 
developed in the United States. In British workshops, however, an 
enormous amount can be done without attempting to modify in any 
_ way the actual movements of the individual workers. 

For instance, material and tools required by the worker for the 
next operation or job can be supplied to him so that no unnecessary 
waiting is involved. The feeds and speeds of machines can be increased 
by taking the fullest advantage of existing materials and by research 
for new ones. Means for transporting or conveying articles to machines 
without involving heavy lifting can be provided. Waste of time and 
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effort can be cut out to the advantage of the worker and thus increased 
production is rendered possible with less actual expenditure of physical 
energy. Irrespective of whether time study is utilised for modifying 
unit movements and eliminating unnecessary ones, it affords a method 
of determining piece rates, the lack of scientific basis for settling which 
is the cause of much labour trouble and unrest. High rates are as 
objectionable as low rates, and the correct figure can only be based on 
time taken, and payment based on the standard rate. 


Representative Committees 

One of the surest means of precluding unrest in a works is to pro- 
vide a systematic channel for ventilating complaints without necessarily 
revealing the name of the individual involved. Freedom to interview 
works managers and directors and the right of appeal against arbitrary 
action of those in authority are not taken advantage of for the reason 
that the man who complains is rendered conspicuous and he feels that 
his position is not compatible with security. Workmen who freely 
elect delegates to a Works Committee can speak to their representative 
without this fear. Foremen also may in large works associate for social 
purposes so that the wheels of the industrial machine may be quickened 
with that touch of mutual understanding which counts for so much. 

On official occasions the workers feel that, if a member of the 
committee speaks, they personally have had a voice in affairs. 


Selection and Training 


It is not now necessary to emphasise the importance of the adequate 
selection of men for industrial work. If a man is engaged on work well 
within his capacity he is much less troubled and worried than if he has 
not his job well in hand. Further, a man who is conscious that he can 
do better work but who is not afforded opportunities for promotion 
tends to develop a permanent grievance which expresses itself often in 
a violent form of discontent. Responsibility should be apportioned to 
capacity, training and experience. The average works therefore should 
endeavour to fill all its posts by promotion from inside the works, a 
policy which is enormously helped by some definite scheme of works 
education. It is scarcely necessary to add that all tendencies to fill 
posts on a basis of influence with those having a deciding voice in the 
matter should be ruthlessly eliminated. Free upward mobility com- 
bined with knowledge that advance goes to merit and merit alone isa 
stimulus to ambition with which our industries cannot afford to dispense. 

In general, the distinguishing features of British management will 
be education, in order that all grades of workers may understand and 
appreciate industrial problems and industrial research, which form a 
systematic endeavour towards progress in industry. Coupled with these 
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will be a technique of industrial organisation which aims at developing 
each man as a competent, intelligent, self-directing unit, able to exercise, 
within the limits of his occupation, a considerable amount of independent 
judgment and responsibility, rather than in closely specialising each 
man on a very limited range of work so that he achieves nothing more 
than a mechanical perfection. Such a technique would emphasise the 
features which appeal to the self-respecting and independent worker, 
such as good surroundings, care in selecting the work he can do best, 
freedom to initiate and take part in leisure activities, facilities for pro- 
motion if ability justifies such a step, and opportunities to share in the 
government of the works through some representative committee. 
Conversely it would not interfere with his privacy through any ill-advised 
welfare work, or prematurely insist on the study of elemental motions 
before all other possibilities of time saving ın the works are exhausted. 





Stamp Duties on Documents 


“Out of Time” 


By E. J. HAMMOND, A.C.LS. 


T is well known that there is a time limit within which certain com- 
mercial documents have to be presented for stamping by the Inland 
Revenue, whilst other documents, e.g., Bills of Exchange, Debenture 
Bonds to Bearer, or Share Warrants to Bearer’require to be stamped 
before execution. 

It is not so well known, however, that provided the parties have 
acted innocently and the full facts are properly disclosed to the Board 
of Inland Revenue, the documents can occasionally be stamped without 
the infliction of a penalty, and in other cases with a nominal penalty 
only. If, however, an action is brought before a Court of Justice upon 
a contract, an unstamped or improperly stamped document cannot be 
produced as evidence without payment of the full penalty in addition 
to the stamp duty. 

A few examples which have come under our notice will illustrate 
our meaning. A contract was prepared for signature and dated, but 
one of the contracting parties desired a revision of some of the clauses. 
After negotiation, a revised agreement was prepared and duly com- 
pleted, but by an oversight the original date was left in the agreement. 
When presented to the Inland Revenue for stamping, it was found to 
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be “ out of time,” but after full explanations and production of the 
correspondence between the parties, the agreement was stamped by the 
authorities without penalty, as it was proved to have been presented 
for stamping within three days from the actual date of signature. 

A certain company, a few years ago, issued Share Warrants to bearer 
which required to be stamped before execution or delivery. An over- 
zealous member of the company’s staff, however, “got on with the 
job ” and prepared a large number for signature. At first it was opined 
that the whole of these documents would have to be destroyed and 
fresh warrants printed. The facts were, however, submitted to the 
Inland Revenue Authorities with specimens of the partly-executed 
Share Warrants. Full explanations were given and as not one of the 
warrants bore any signatures they were passed for stamping without 
penalty, 

At an investigation of the affairs of a Trust Account—consequent 
upon a change of trustees—it was found that certain leases and deeds 
had not been stamped, presumably owing to the death of the solicitor 
to the trust some time previously. The new trustees naturally insisted 
upon the documents being put in order. After submission of the full 
circumstances, the Inland Revenue Authorities offered ‘‘ without 
prejudice ”?” to allow the documents to be stamped upon payment of a 
mitigated and nominal penalty—an offer which the trustees gladly 
accepted. 

With Bills of Exchange and similar documents, however, the prac- 
tice is different. If these documents are not stamped before execution 
or under-stamped, the correct method is to cancel them and prepare 
new bills in their place. The face value of the spoiled stamps can be 
recovered from the Inland Revenue. 

In these days of high stamp duties, it may serve as a useful reminder 
to inform company secretaries and others that an allowance for spoiled 
stamps on cheques, bills, unused dividend warrants or proxy forms, 
can be obtained from the Spoiled Stamp Office of the Inland Revenue 
Somerset House, or at Telegraph Street, Moorgate Street, E.C. 

The importance of seeing that documents are correctly stamped is 
emphasised by a recent case (Stephens v. Parry) which came before 
Mr. Justice Lush in the King’s Bench Division. Plaintiff’s counsel 
sought to put in certain correspondence as evidence of an alleged con- 
tract. His Lordship pointed out that this correspondence could not be 
admitted unless the documents were stamped and penalties paid. After 
consultation with his counsel and solicitor the plaintiff refused to give 
an undertaking to do this, whereupon His Lordship held that the docu- 
ments could not be read. As these documents formed the vital part 
of the plaintiff’s case, judgment was entered in favour of the defendant, 
with costs. 
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The Ore Transport Problem 
in the fron Trade 


By LESLIE MADÐDOCK, 
Late Scholar of Christ Church, Oxford. 


Oo is constantly being whetted like a knife on the 
grindstone to provide for the increasing demands of workers and 
others on industry. Will the next economy to raise the margin of profit 
be made by modernising the transport of raw materials? In no case 
is this question more profitable than in that of the iron trade. 

In the production of iron to-day, considerations such as the shortage 
and high price of coal, high wages asked by labour, and, where shipping 
facilities are not available, the high freights demanded by the railways 
for the transport of domestic iron ore, often of low grade, have all made 
it essential for organisers to pay increased attention to the use of high 
grade foreign ores. Naturally, the higher the percentage of iron in the 
ore the greater the economy in coal, in labour, and in time. The output 
goes up and the cost of production goes down. Moreover, in the scientific 
manufacture of iron, the blending of ores is as material a factor as is the 
blending of tobaccos and teas. 

It is inevitable that the importation of foreign ores will become, 
year by year, a matter of increasing concern to ironmasters and it is 
therefore necessary to investigate whether the present conditions of 
importation are the best that can be devised with a view to cheaper 
production, and a consequent diminution of the cost of living which 
would of course be reflected in an immediate slackening in the present 
high tension which threatens the commercial stability ofthe country. 


Ore Transport Combine 

At present, individual iron-founders for the most part place contracts 
for their high grade ore in North Africa, Spain, France, Sweden, or 
elsewhere, and charter tonnage to convey the raw material purchased 
to the foundry. These boats are in many cases outward bound with coal, 
say, to non-coal producing countries like Italy, and freighted on the 
homeward voyage with ore from Algeria or Spain. The inevitable result 
of such a system of chartering is that a slackening of export trade immedi- 
ately affects the amount of tonnage available for bringing iron ore at 
reasonable rates from ore producing countries. Most ironmasters have 
therefore to establish their own dumps of iron ore in order to safeguard 
their blast furnaces against a shortage of raw material, owing to an 
unforeseen falling off in the quantity of tonnage offered. Even so, few 
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firms can establish or at any rate maintain dumps of all the varieties 
of ore which are required to produce the best qualities of metal, and 
if successful, the cost must be added to the cost of production. 

It is probable that if the total quantities of ore available in dump on 
the north-east coast were amalgamated they would be in excess of the 
margin required, even under the present import system, to maintain 
the security of the furnaces. 

Competition in industry is too desirable a factor of efficiency for any 
organiser to seek its abolition. At the same time ironfounders would 
surely not suffer from a system which offered them the advantage of their 
individual iron ore contracts, but quoted them the same freights as their 
competitors. Many advantages would accrue from the establishment 
by the co-operation of iron-founders of a line of ore steamers to serve 
the Tyne and Tees, or any other similar locality. Although all demands 
would be met by direct delivery so far as possible, the undertaking would 
have convenient store grounds from which any firm under the scheme 
could draw, at the price of their own contracts, when shipments were 
not immediately at hand. There would be no stoppage in the importation 
of ore and all qualities of ore would be rapidly and cheaply brought 
to the furnaces. Although built primarily for the ore trade, the steamers 
would be able to carry coal and general cargoes. 

An investigation of the iron ore imports in 1913 reveals the fact that 
out of 7,565,000 tons, concentrated on fifteen ports, over 3,250,000 tons 
were destined for the following five ports situated on a comparatively 
narrow strip of the north-east coast— ; 


Tons Per cent. 
Middlesbrough — 2,087,700 27-60 
Newcastle — _ 543,803 7-19 
Hartlepool — - 382,612 5:06 
Stockton — = 202,116 2:67 7 
Sunderland _ 140,699 1-86 
Total - 3,356,930 "44-38 





It will thus be seen that these five ports were responsible for the 
importation of over 40 per cent of the iron ore imports into this country 
in 1913. It is also to be observed that these five ports are normally 
engaged in the export of vast quantities of coal. 


What America Has Done 


To show that the proposition briefly outlined above is no mere ideal, 
but a practical step in commercial organisation, the example of what 
America is doing will surely serve.¢ One firm alone, the great Bethlehem 
Steel Corporation, has already built a fleet of five cargo carriers to bring 
ore from the Cuban ports, and contemplates producing eight more for 
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that service. One of these vessels carrying approximately 11,330 tons 
of ore per trip, will make the round voyage between Cuba and Baltimore 
in twelve days, delivering 25,000 tons per month. The owning and 
operating company, The Ore Steamship Corporation, intends to construct 
vessels of 20,000 deadweight tons for the Chilean trade, where harbour 
facilities do not limit the size of the ore boats as in Cuba. All these 
boats, according to the American Iron Trade Review, are or will 
be constructed with specially large hatches without obstructions, with 
no stanchions in the holds, and will be capable-of use with 5-ton to 15-ton 
buckets when unloading. The vessels for the Cuban trade load 11,500 
tons of ore within 54 hours owing to improved loading machinery. 

All this is merely to indicate what can be done by organising the 
import of an essential raw material like iron ore. At present British 
industry has no such system. Like the Clyde, Tyneside and Tees- 
side have great national advantages, but bigger conceptions are necessary 
if the best results are to be achieved. 

And the best results possible are essential if Great Britain is to hold 
her own in the commercial struggle that is already emerging from the 
chaos of war. 





Cheap Road Transport 


COMMERCIAL firms who are closely studying the question of road transport, 

in view of the extortionate charges for railway traffic, will be interested in 
the statistics of the performances of steam vehicles compiled by Mr. P. W. 
Robson, and recently submitted by him m a paper before the Institution of 
Mechanical Engineers. Mr. Robson maintains that the steam wagon is the most 
reliable and economical means of transport under present conditions. In proof 
of his contention, he produced figures integrated from the recorded performances 
of 100 steam vehicles by five different makers of note, and of 100 petrol vehicles 
by nine leading firms. Costs included all overhead charges, depreciation, interest, 
fuel, wages, repairs, etc., as recorded for actual wagons on everyday commercial 
work. Depreciation was allowed at the same rate for both classes, though actually 
it is heavier for petrol than for steam lorries In the result, the average cost per 
mile for a 5-ton steamer worked out at 1s. 54d., as against 2s. 103d. for the petrol 
wagon, showing an annual saving on a total of 75,000 ton-mules of £1,000 by the 
steam wagon over its rival. The greater elasticity of the steamer was also a pomt 
in its favour. A nominally 6-ton lorry can carry 10 tons, if permitted, and tow 
a trailer with an additional 3 to 4 tons as well. This is beyond the capacity of 
the average 6-ton petrol motor. In reliability, again, the steamer would appear 


to have the advantage. 
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How the banker solves the financial difficulties of the business man is imperfectly 
understood by many traders, to whom this lucid explanation will be invaluable. 


The Financing of Commerce 


By A. Q. Suae, 
Of the London County, Westminster and Parrs Bank, Lid. 


|. The Financial Machinery of the Export Trade 


T financing of the world’s commerce has become one of the most 
intricate machines ever constructed, and under the banker’s hands 
lie all the cog-wheels and controls necessary for maintaining this 
wonderful machine in smooth motion. It is of the utmost importance, 
therefore, for the merchant thoroughly to understand the working of 
this machinery in order that he may make fullest use of the bank’s 
facilities, not only for his personal benefit, but also for the increased 
commercial prosperity of the country. Particularly now is it essential: 
that commerce should launch out into fresh enterprises. Competitors 
abroad developed their resources and captured our markets whilst we were 
otherwise occupied during the war, and it was certain that a fierce struggle 
would be necessary to fight our way back into our former trade relations. 

In spite of the present Labour difficulties, provided the banks co- 
operate with all their resources, English goods can still be sold all over 
the world, our good name re-established with all its old meaning of 
best quality, sound workmanship and honest dealing, and the balance 
of trade (therefore the exchanges) brought back to normal level. 

I say with the co-operation of the banks, but bankers do not usually 
go round giving lantern lectures to their customers showing them what 
they have the means of doing and how they do it. They prefer to wait 
until the customer walks in and gives his instructions. Consequently 
the customer very frequently remains in ignorance of the manifold ser- 
vices the bank is prepared to undertake on his behalf. My object in 
writing these articles is to endeavour to explain the many ways in 
which the commercial man can make use of his bank for the further- 
ance of his business, and how he should proceed to take the utmost 
advantage of interest, rebate, discount, rates of exchange, etc., and com- 
bine with progress and enterprise the necessary security and caution. And 
although these articles are primarily written for the merchant who wishes 
to import from or export to foreign countries, I hope that they will not 
be without interest and value to those who engage entirely in inland trade. 


The Export Trade 
Let us suppose that a merchant has been buying and selling his 
goods in England only all his life; he has never dreamed of pushing 
his goods abroad thinking, perhaps, that export business requires special 
training and special knowledge and a radical alteration in the organisa- 
tion of his office. Well, so it does, but not to such an extent that he 
259 





Business - Organisation -and : Management 


need be daunted by unknown difficulties and possible complications 
before he has even attempted to tackle them. 

That old imsular attitude of ours has got to go. I had 
almost written insolent, for it was insolent of us to say to the foreigner : 
“Iam English, and if you want my goods you must write to me in my 
language, pay me in £ s. d., use my English prices and measures, and 
although your decimal system of coinage and measurements is infinitely 
more practical than mine-——nevertheless—conform to my ways.” 
Nowadays, propaganda and advertisement must be carried to the 
potential buyer’s own door. The little man in Valencia will have to 
sell the goods he buys from England in pesetas per kilo, and therefore 
he wants to know what he has to pay for them—in pesetas per kilo. 
The merchant of to-day must learn that dollars, francs, florins and 
kronen are not awesome mysteries only to be touched by the high priests 
of finance, but things within his grasp and comprehension. 

Let us consider the position of a merchant who has made a good 
article for many years, the fame of which, or perhaps a catalogue, has 
wandered to France. He is somewhat surprised to receive one morning 
a letter from a firm in Paris of whom he has never heard before asking 
him to quote a price for a quantity of his manufactures delivered in Paris. 
Presuming he has the goods in stock or can afford to finance the manu- 
facture of them and have a clerk capable of carrying out the necessary 
details of shipment, there still remains the question—how can he be 
certain, that having let his goods pass out of his hands, he shall, without 
fail, receive payment for them ? 

If he cannot be altogether sure of the credentials of his newly-found 
friends, he must, at least, place the utmost confidence in the banks 
who act as intermediaries. They must take the documents giving the: 
holder title to the goods and not part with them until payment has 
been received from his buyer. 

Let us now proceed to examine the various methods -by which the 
merchant can obtain payment through his banker for the goods he 
sends abroad. 


1. Bills for Collection 

He draws a draft on his buyer and hands it to his banker together 
with an invoice, bills of lading, insurance policies, etc., firmly attached. 
The banker sends the draft to his Paris correspondent who will make 
sure that the drawee pays the full face value before handing over the 
documents covering the required merchandise. The English bank is 
advised by their French confrére that the draft is paid and they there- 
upon credit the amount thereof, less their small charges, to the merchant’s 
account. It is evident that by this method interest is lost for the time 
taken by the draft to reach Paris and the advice of payment to come 
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back. If the merchant’s draft was for a large amount it would be worth 
his while to have advice of payment cabled to London, still more so if 
he was drawing on a town more distant than Paris. Should the draft 
be in sterling there is no question of loss of exchange, but supposing 
his buyers do not wish to risk the possibility of the cost of sterling in . 
francs rising considerably and materially adding to the cost of the 
goods they are purchasing. The English merchant agrees therefore to 
sell on a franc basis and the draft is accordingly drawn in francs. As 
soon aS payment is received by the Paris bank they will credit the pro- 
ceeds to the franc account of the English bank, and because his banker 
has received credit two or three days before they actually pay over the 
proceeds to him, it will be found that they usually apply a slightly more 
favourable rate in converting the francs into sterling, which will minimise 
or avoid the loss of interest one way. Should the Paris firm require 
time in which to find the funds to pay for their purchase they will no 
doubt arrange to accept drafts drawn on them at so many-days after 
sight or after date. The merchant must make allowances for this 
accommodation by adding to his selling price sufficient to cover the loss 
of interest during the time he has to wait for his money. He must then 
instruct his banker to forward the draft to Paris as before, this time for 
acceptance and he must state whether the accepted draft is to remain 
in the hands of the Paris bank or whether he wishes it returned to this 
side. If it is of short tenor, f.e., has only a few days to run, he had 
better leave it where it is; but a “long dated” bill might be worth 
while bringing back here and discounting. It depends upon the state 
of the discount market and also to what extent the merchant is in 
immediate need of funds. To discount a franc bill will require know- 
ledge of the Paris market which is not so easy to watch as one immedi- 
ately near by. However, the merchant need have no doubt that his 
banker would not take upon himself the task of reckoning the value of 
a draft in any currency that still has days to run before maturity. With 
a bill of long “ tenor ” in currency the question of obtaining the best 
value for it requires still more careful attention, and the subject of selling 
forward currency will have separate consideration. Further, the mer- 
chant must give instructions to hand over the documents when the 
draft is accepted or only when the full face value is paid. 

Personally, I cannot see the use of documents against payment bill ; 
surely the idea is that an importer shall receive the documents, handle 
the goods, and proceed to sell them in order to have the necessary funds 
with which to pay the bill at maturity. It means, of course, that the 
acceptor must have a perfectly good name so that the drawer will feel 
confident that a bill bearing such an acceptance will not fail to be 
honoured at maturity. A bank is not likely to hesitate about sending 
bills for collection inasmuch as its liability is nil. It does not hand 

261 





Business - Organisation - and » Management 


over the proceeds until advice of payment is received from its corre- 
spondent, and should the bill be unpaid the loss falls on nobody but 
the customer. In the event of the drawee defaulting, most modern 
banks or their correspondents are in a position to have the goods landed, 
warehoused, insured, and eventually sold to the best buyer available, 
which is usually preferable to having them re-shipped to their point of 
departure, 


2. Bills for Negotiation 


Although we have discussed up to the present shipments to Paris, 
a matter of, say, two days’ journey, it will be apparent that the interest 
lost on bills sent for collection to South America or Australia will run 
into many weeks. Why should not the merchant, therefore, prevail 
upon his bank to purchase his bills as soon as he hands them in? 
Certainly the banker will take into account that although he pays the 
merchant: immediately, he has to wait some time before he receives 
reimbursement. In the purchasing of a currency draft that loss of 
interest will be covered by a few points in the rate of exchange applied. 
It takes nowadays nearly a month for sterling credit to be remitted in 
payment of a sterling draft on New York. Therefore, taking one 
month’s interest at 6 per cent. per annum, the bank will pay down 
something approaching £99 10s. for a £100 draft on New York. When- 
ever the merchant sells bills to his banker he must be prepared to lose 
interest in some way, but more often than not he can find profitable 
employment for the ready money which the banker hands him immedi- 
ately a shipment is effected. For instance, he may have bought the 
goods he has just sent abroad from a manufacturer who is prepared to 
allow him 3 or 4 per cent. discount for prompt payment. Or he can pro- 
ceed to purchase and ship further consignments and so keep the ball 
rolling at a much quicker pace than if he had to await the return of 
funds from a distant land. Turning over £100 in a week is equal in 
effect and benefit to £200 that takes a fortnight to come back. There- 
fore, a merchant who can persuade his banker to negotiate his bills is 
providing useful employment for the bank’s funds, is increasing the 
supply of liquid cash at his command, and by quickening his demands 
for further.goods stimulates production throughout the whole of the 
channel through which his goods are supplied in a remarkably cumula- 
tive manner. Obviously there is only one way to transform Bills for 
Collection into Bills for Negotiation, that is, by convincing the banker 
that the bills you ask him to buy will be paid without delay on presen- 
tation to the drawee. The banker can only deduct a fair allowance for 
loss of interest, and if the drawee does not immediately honour the 
draft the banker’s profits begin to disappear and he gets annoyed with 
the customer who has handed him a troublesome bill. Therefore, the 
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merchant should make certain that the documents attached to his draft 
are in perfect order and contain no clause likely to bring about a hitch, 
and, above all, see that the draft is drawn on a buyer with a sound 
reputation and of good financial standing. Remember, the banker is 
not likely to know the man on the other side and he buys your bills on 
your reputation, which is likely to suffer if two or three of your bills are 
dishonoured. Equally so, the merchant gains an enviable reputation 
if his bills are in the habit of going through without nasty complications. 

Further, the merchant must remember that although he has received 
cash payment, his banker has nevertheless bought the bills with recourse 
to him, which means that he will come back on him for loss of interest 
incurred while the bill lies unpaid and, should it have to be returned, 
his account will be debited with the amount advanced him plus costs, 
which may prove very awkward, especially if he has been making use of 
the proceeds in the meantime. Supposing the merchant cannot per- 
suade his banker to pay in full the value of his drafts, owing, perhaps, 
to their financial relations not being of long standing or extensive nature, 
or becamse of some doubt in the drawee, there is still every possibility 
that he will advance him, say, 80 per cent., leaving in his hands a margin 
which will cover any eventual loss on a re-sale of the goods. A draft 
drawn. after sight requires much higher stamping than one payable on 
demand and it should be agreed upon in the contract which party is to 
pay such costs, and if it be the seller he must make the necessary 
adjustment in the selling price. 

Finally, it should be remembered that the merchant can always 
obtain through his banker a confidential report on the financial standing 
and business reputation of a trader abroad, and holding such a report 
before selling him goods there is no reason why a draft should be drawn 
on a buyer who is unable or unwilling to honour his liabilities. 


Documentary Credits 

How can an exporter be certain of selling his drafts to a bank with- 
out recourse to himself and be certain of getting his money as soon as 
he presents the documents without any possibility that they will be 
unaccepted the other side? The exporter must request his customer 
to open a credit in his favour, which means that the buyer will instruct 
his banker to pass forward the request to their English correspondents 
to open the credit. After the contract and details of payment have 
been agreed upon, the first advice the exporter would receive would 
be from the English banker informing him that at the request of the 
buyer he has been instructed to open a credit in the exporter’s favour 
for a certain sum payable against delivery of specified documents cover- 
ing a shipment, with the price, description and destination of goods 
probably added. It is really an authority from a foreign banker to an 
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English banker authorising the latter to negotiate the exporter’s drafts 
and undertaking to give reimbursement for the amount paid over pro- 
vided the terms of the credit are correctly complied with. The onus 
is therefore upon the English banker to see that the documents do, in 
every way, comply with the terms of the credit before he pays over 
the funds entrusted to him by his foreign correspondent. There is no 
question of loans, advances, or securities, that is the business of the man 
who has to establish the credit from abroad. There is no loss of interest, 
for the exporter recelves payment as soon as the banker has satisfied 
himself that the documents are in order; all loss of interest falls on 
the buyer. It is quite obvious that the last method will be the most 
beneficial for the exporter ; there is, however, the necessity of persuading 
his customer to adopt this mode of payment. It largely depends upon 
whether the exporter is in the position to dictate to customers who come 
to him wanting to buy or whether he has to go out of his way to solicit 
their orders and consequently finds it politic to concede minor points. 
It cannot be too clearly stated in the contract which mode of reim- 
bursement is to be followed and which party is to bear incidental costs 
at specified points. Endless friction has been caused and many future 
orders lost because one party resents being debited with expenses which 
he considers the other ought to bear. 


Credits Confirmed and Unconfirmed 


Very well, then, on receiving advice from a banker that a credit is 
established, the exporter can proceed to manufacture the goods ordered, 
but having incurred the expenses of raw material, machinery, wages, 
etc., how can he be certain that the credit might not be suddenly with- 
drawn, the order cancelled, and the goods left on his hands, a contingency 
quite likely to occur in a quickly-falling market ? It is here necessary 
to explain that there are two main divisions of credits, unconfirmed 
and confirmed. If an unconfirmed credit has been opened, the exporter 
will receive a letter from the banker worded somewhat as follows: 
“ This is to be treated merely as an advice as we have no instructions 
to confirm the credit.” I believe that many bankers do not even advise 
unconfirmed credits. This is all right as long as he has implicit faith 
in the buyer and has no fear that he will be so unscrupulous as to 
retreat from his commitments; for an unconfirmed credit is binding 
upon nobody and any party can cancel it. But if the exporter is not 
prepared to accept this risk, having some doubts about the buyer, he 
must insist that the credit put through must be confirmed. 

The buyer thereby binds himself to his banker, who guarantees due 
payment to the exporter’s banker, who, in turn, binds himself to honour 
his drafts. A confirmed credit cannot be cancelled without the exporter’s 
consent, which he is unlikely to give unless he is unable to fulfil his 
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part of the contract. An expiry date must be fixed or otherwise the 
guarantee, theoretically, would hold good for ever, and no banker is 
going to bind himself for an indefinite time to pay out a certain sum 
of money, and what is more the exporter could withhold the shipment 
an inordinate length of time and then insist that the buyer takes the 
goods in spite of the possibility that their market value would have 
decreased. No, the buyer must fix an expiry date for the credit as the 
only security he has for ensuring that the exporter ship the articles in 
time for him to catch his market. 

The buyer has very likely sold again on the same terms as he buys 
from the exporter, so that failure on the latter’s part to carry out the 
terms of the contract will cause him similarly to default and any claim 
made against him by his buyer will undoubtedly be passed on to the 
exporter. The expiry date is the last day on which the exporter can 
present his documents, during banking hours, and receive payment ; 
the banker can absolutely refuse to pay him the next day and the buyer 
can disclaim all liability for the consignment. The exporter needs to 
be very careful, then, to make sure that he is going to receive the Bils 
of Lading from the Steamship Company and his policies from the Insur- 
ance Company in ample time, and if the shipment has been unavoidably 
delayed, he must cable to the buyer explaining the present situation, 
and asking him to put through instructions that the credit should be 
extended a further short period. The banker will not alter the terms 
of the credit at the exporter’s request ; he will only act on the instruc- 
tions of the correspondent whose funds he has to pay away; any 
amendments, therefore, must come through the same channels as the 
original credit. It frequently happens that a credit is opened with a 
stipulation as to the time shipment must be effected which is quite 
distinct from the expiry date. For instance, “shipment during June, 
expires 7th July ” means that the exporter has up to the last day in 
June in which to effect clearance, and still seven days more wherein to 
procure the documents and present them to the bank. If he cannot 
hand over the documents exactly as demanded in the terms of the 
credit, he must not wait until the banker refuses to pay him against 
them, as he certainly will do, but must wire in good time to have the 
conditions suitably amended. If the discrepancy is a relatively small 
one, most bankers, in order to facilitate the business, will pay against 
a guarantee, holding them exempt from all possible consequences of 
their-so doing, usually requiring another banker to join in with the 
beneficiary’s own guarantee and hoping that the buyer.will accept the 
slight departure without demur. But the merchant should beware of 
indiscriminately giving guarantees, for the consequences will be awkward 
if the banker is compelled to foreclose and demand refund of the amount 
received from unaccepted documents. 
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The Necessity of Co-Ordination in 
Industry 


By Mason E. A. PELs, R.E., A.M.I.E.E., ete. 


To general trend of present day organisation in industry is to 
departmentalise in what may be termed water-tight compartments, 
and there is a very real danger of a loss of cohesion, more especially 
in businesses of magnitude, where each department is an undertaking 
of considerable extent. 

We have in recent years seen results of this lack of co-ordination, 
and consequent loss of cohesion, in the working of the great Government 
departments which sprang into existence during the war. Not only 
work of a similar character being carried on by different departments, 
but very often exactly the same work being carried out by entirely 
separate sections of the same department. As these big departments 
gradually ceased to exist many of us thought that we had seen the end 
of such overlapping waste, but we find the very same trouble not only 
creeping into industrial undertakings, but have met several instances 
of firms in which this waste of time and effort was occurring daily. 
This, too, in what in all other respects would be considered very well 
organised firms. 


Jealousy in ‘Business 

One big cause of this lack of cohesion is perhaps professional jealousy. 
We have all met the departmental chief, to whom the mention of any 
other department was an absolute anathema. The very natural conse- 
quence being that this feeling was apparent throughout the department 
and many useful opportunities of co-operation between his department 
and some other were irrevocably lost. 

In the days of smaller undertakings and usually private firms, 
co-ordination was obtained through the master—the one head—-who 
had generally built up the business, as it were, brick by brick, so that 
he was quite familiar with every one of the firm’s activities and their 
various ramifications. 

The natural assumption to draw from this is, that co-ordination in 
a firm should come through the Board of Directors, but what do we 
find even here ; in some cases where there happens to be a very strong 
man on the Board, we find a certain co-ordination of effort, due more 
to the fact that there is “the one head,” but on the majority of 
Boards we find almost the same conditions existing as exists within 
the works under their control. This lamentable state of things is 
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generally found to exist where the Directors hold executive positions 
in addition to their seats on the Board. It is very hard to premise the 
reasons why this should be the case, but the principal reason is again 
that very human one of jealousy. 

One man may show better results from the department under his 
care, immediately we have the peculiar position that his fellow directors 
who also happen to have departments under their charge, instead of 
trying to improve their own results by a closer co-operation with the 
successful department, hold themselves aloof in case they may assist 
him to further triumphs. 


The Idea Thief 


Most large undertakings work on the principle of periodical con- 
ferences, and where these are well managed they serve a most useful 
purpose and go a long way towards solving the question of efficient 
co-ordination. But, unless the conferences are always presided over 
by some person of superior responsibility, the chairman of the Board 
or someone on the Directorate without an axe to grind, we find that 
the best men will not say much, and their fear is of the unscrupulous 
stealer of ideas. Many men have before now spoken freely, and, as it 
were, laid their ideas on the table only to have them stolen in a most 
flagrant manner, and flaunted before, their eyes at some later date as 
the ideas of some other person. So they prefer to keep their ideas to 
themselves and to work their departments parochially, being perfectly 
willing to stand or fall by the success or failure of their own particular 
department. 


Minor Relatives in Business 


It has often been said that there is no room for sentiment in busi- 
ness, but one often finds that there is a good deal of room in a business 
for minor relatives, and where a departmental manager finds that in 
order to effect an improvement in the general working he must make 
an adverse criticism of some co-manager or subordinate who happens 
to be related to the directorate, he is apt to consider that blood is 
thicker than water, and decide to let well alone. 

In practically every business of any magnitude there is an enormous 
amount of waste time and effort, in fact, far more than those at the 
very head of affairs dream, and a very large proportion of this is due 
to the lack of successful co-ordination of effort between the different 
spheres of the various activities of the business. We had a very fine 
object lesson of the importance of cohesieu: in the conduct of the active 
operations in France during the late war, two of the most important 
factors in our success being the unified command and the liaison officers, 
without such there was always uncertainty as to when and where to tug. 
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The problem of how to get a better cohesion in industrial under- 
takings does not appear to be one without solutidn. As I have already 
pointed out, conferences run on the right lines and presided over by 
someone of responsibility without an axe to grind,-will go a long way— 
once the confidence of the managers has been obtained—towards solving 
the question and initiating a good inter-departmental feeling, which will 
ultimately spell for cohesion and a greater collective efficiency. 

But, in all probability, the time of such men of importance who are 
at the head of undertakings of magnitude is so taken up that they 
cannot possibly spare any to control such meetings. If such is the 
case, then the only solution, so far as I can see, is the employment of 
an outside and impartial consultant, systematiser and co-ordinator. 
A man of first-class experience and ripe judgment, with no interest in 
the firm, but a very strong interest in his own reputation. 

Let him tactfully, but ruthlessly, tear out any canker which may be 
growing and spreading to the detriment of the efficient working of the 
business. So that with a due insistence on a real cohesion and co- 
ordination of the working of departments, resulting in a prevention of 
overlapping and useless work, the whole business will be manipulated 
equally as efficiently as each individual department. 
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Commercial Cases in the Courts 


A Monthly Review of Recent Decisions 
By DONALD Mackay, B.L., Solicitor, Glasgow 


The Term “Accident” in Commercial Documents 


TH case of Denholm Lid. v. The Shipping Controller, 36 T.L.R. 855, 
contains an elaborate discussion by Mr. Justice McCardie as to 
what constitutes an accident, as that word occurs in a commercial con- 
tract. The steamship Carron Park was requisitioned by the Shipping 
Controller upon the terms of a charter party which contained this clause— 
“if through accident any part of the cargo or bunkers have to be dis- 
charged, the time occupied in discharging and reloading same to be 
deducted from the hire.” On 12th and 13th February the Carron Park 
loaded a cargo of coal at Barry Docks. On the evening of 13th February 
she left the docks and went into Barry roads bound for Rochefort. The 
weather being thick fog she anchored in the roads at 8 p.m. and there 
stayed fog-bound during the night and the next day. At 10 p.m. on 14th 
February, while she was still at anchor in Barry roads a fire broke out 
in the cargo of coal in one of the holds. Efforts to extinguish the fire 
failed, and the vessel was taken back to dock to discharge her coal and 
thus get at the fire. There was no evidence to show how the fire arose, 
whether by something akin to spontaneous combustion or some other 
cause, nor was there anything to show whether the cause, whatever it 
was, existed before the voyage started or arose afterwards. The Ship- 
ping Controller alleged that in terms of the charter party, he was entitled 
to deduct the hire of the vessel*during the delay that arose out of the 
consequent operations, and the matter was submitted to arbitration. 
The arbitrator stated that he was “ unable to find the cause of the fire 
but it was not due to any negligence or default on the part of either the 
claimants or respondent, or any person or persons for whom they are 
responsible,” and he held that the Shipping Controller was not entitled 
to deduction from the hire. On a case being stated for the opinion of 
the Court, it was held that there was no accident within the meaning 
of the charter party clause, and the Shipping Controller was not entitled 
to deduction from the hire. 


Definitions of “Accident ” 

The definition given in one well-known dictionary is this: ‘‘ Chance 
or what happens by chance ; an event which proceeds from an unknown 
cause, or is an unusual effect of a known cause and therefore not expected ; 
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often in the sense of an unforeseen and undesigned injury to human life 
and limb; casualty, mishap.” Such definitions as these are not of much 
real assistance in the solution of legal problems. 

Reviewing the decisions on the point, Mr. Justice McCardie was of 
opinion that the word “ accidental ” is generally employed to distinguish 
occurrences arising without either negligence or wilful act, from occur- 
rences which arise through one or the other of those things. Sometimes it 
is used to distinguish an occurrence arising from negligence as distin- 
guished from an occurrence arising from wilful acts. When we speak 
of a street “accident ” we generally use the word in that sense. Some- 
times, again, it may be and is properly used to distinguish an occurrence 
arising from some intrinsic physically identifiable and often violent cause, 
from an occurrence springing from the inherent qualities or characteristics 
of a particular thing which are often independent of negligence or wilful 
act. It was in this last sense that Mr. Justice McCardie applied the term 
to the facts before him, and held that the parties to the contract did 
not contemplate as an accident what was not due either to deliberate 
intent, negligence, or some extrinsic physical cause. 


Bonus Shares—Capital or Income 

In the case of Blot v. Commtsstoners of Inland Revenue the Court of 
Appeal held that when a company creates a reserve of its profits and 
afterwards capitaJises part of it and issues shares to a shareholder, these 
shares are not to be taken into account for the purposes of super tax. 
This decision was given in consequence of the well-known judgment of 
the House of Lords in the case of Bouche v. Sproule, which raised the 
question whether such shares fall to the tenant for life or the remainderman 
in a trust estate, t.e., whether they were income or capital. The House 
of Lords laid down the principle that the decision of this point rested 
with the company, and if the company classed the distribution as a 
capital distribution it took on that character and the shares fell to the 
remainderman. 


Same Problem in the United States 

The same question has lately been set at rest in the United States 
by the decision of its Supreme Court in Eisner v. McComber, 40 S.C.R. 189. 
The circumstances of that action were as follows: The Standard Oil 
Company of California, a corporation of that State, had-an authorised 
capital of 100,000,000 dols., of which shares of the par value of 100 dols. 
each, amounting in round figures to 50,000,000 dols. were outstanding. 
In addition it had a surplus of about 45,000,000 dols., of which about 
20,000,000 dols. had been earned before the Sixteenth Amendment was 
passed. In January, 1916, in order to readjust the capitalisation, the board 
of directors decided to issue additional shares sufficient to constitute a 
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stock dividend of 50 per cent. of the outstanding stock, and to transfer 
from surplus stock to stock account an amount equivalent to such 
issue. The plaintiff received 1,100 shares in consequence of this. read- 
justment, a portion of which were treated as representing surplus earned 
after the Sixteenth Amendment was passed. She paid the income tax 
on these shares under protest and then brought action to recover it back, 
and the case eventually reached the Supreme Court. She succeeded, 
having convinced five of the nine judges in the Court of Last Resort 
that the shares were to be treated as a distinction of capital and not of 
profit. 


Bankers and Bills of Lading 


It seems that since the outbreak of the war there has been an 
alteration in the form of many bills of lading, and this fact is receiving 
the attention at present, of the British Bankers’ Association. The 
following excerpt from The Times states the position— s 


Down to the outbreak of war bills of lading were invariably issued against 
goods on board. As a consequence of the uncertainties surrounding movements 
that were incidental to the war period, the practice came into vogue of issuing 
what the Americans call transportation bills of lading, that is, bills in the form 
‘“ Received for shipment,” or some similar form which does not state that the 
goods have been shipped on board a named vessel. The risks to the bank in 
accepting such a form of lading without definite instiuctions are fairly obvious. 
If by reason of a falling market or an adverse exchange rate a consignee wishes 
to evade a contract, he may endeavour to shift the loss on to the banker by arguing 
that the credit stipulates for payment against bill of lading or usual shipping 
documents, and that a document in this form is neither a bill of lading nor a usual 
document. Or, again, some credits stipulate that the goods shall be shipped by 
a definite date. A bill of lading in the form “ Received for shipment,” gives no 
clue to the actual date of shipment, and the named vessel is sometimes not even 
in the port of loading when the bill is issued. An instance is on record where a 
bank had advanced on a bill of lading, and before the goods could be shipped the 
port from which they were to have been consigned became ice-bound, remaining 
so all the winter, at the end of which the goods had become almost valueless. 


Rival Trade Unions 
The Trades Disputes Act, Section 3, provides— 


An Act done by a person in contemplation or furtherance of a trade dispute 
shall not be actionable on the ground only that it induces some other person to 
break a contract of employment, or that it is an interference with the trade, business, 
or employment of some other person, or with the right of some other person to 
dispose of his capital or his labour as he wills. 


It will be noted that the protection is expressly limited to acts done 
“in contemplation of a trade dispute,” and it is therefore convenient 
at this point to consider exactly what these words mean. 

The words “‘ trade dispute ” are defined by the 1906 Act as any dis- 
pute between employers and workmen, or between workmen and workmen, 
which is connected with the employment or non-employment or the 
terms of the employment, or with the conditions of labour, of any person, 
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and the expression “ workmen ” means all persons employed in trade 
or industry, whether or not in the employment of the employer with whom 
a trade dispute arises. 

In the case of Valentine v. Hyde, 2 C.H. 1920, Mr. Justice Astbury 
held that a dispute between two trade unions as to whether a member 
of one ought not to be a member of the other, is not a trade dispute 
within the meaning of the Act, inasmuch as it is not a dispute “ connected 
with employment as such.” 

The result of such a decision, had it been affirmed on appeal, would 
obviously be that trade unions who were competing for the membership 
of a workman would take care to do so within the legal limits and not 


by coercion. 


Protection of Trades Disputes Act Granted 

In a subsequent case this year White v. Riley & Wood, 150 L.T.J. 71, 
the Court of Appeal came to a different conclusion. The plaintiff and 
the defendants were in the employment of a firm of leather workers. 
The plaintiff was a member of the Workers’ Union, and the defendants 
belonged to the Curriers’ Society. Riley was the mouthpiece of the men 
in the “shop,” and Wood was a member of the executive committee 
of the Curriers’ Society. The plamtiff was the only workman who did 
not belong to the Curriers’ Society, and the shop was anxious that he 
should join. He expressed his willingness if he could remain a member 
of the Workers’ Union, but this was refused. At a meeting of the shop 
it was agreed that the plaintiff should join the union, and the. following 
letter was signed by Riley: “ We hereby give you notice that we shall 
cease work on Friday next unless E. White joins our society or leaves 
your employment.” Wood (without the authority of the executive of 
the Curriers’ Society) assured the men that they would be supported if 
they went on strike. Riley was told that one of the partners would see 
the plaintiff, and Riley reported this to the shop. At a branch meeting 
of the executive of the Curriers’ Society it was suggested that the notice 
should be withdrawn or suspended; but the men voted against this 
course. The plaintiff was thereupon dismissed without notice, the men 
agreeing to indemnify the employers for the week’s wages due to him 
in default ofnotice. The plaintiff was out of work untilthe 12th January, 
1920, when, by consent of the shop, he was allowed to come back on night 
work, at which he earned a smaller wage than before his dismissal. The 
plaintiff claumed an injunction and damages. The defendants relied on 
the Trades Disputes Act, 1906. It was decided by Astbury, J., that the 
defendants did not act in contemplation of a trade dispute, and that 
(apart from statute) the defendants were guilty of conspiring by threats 
to injure the plaintiff, and of inducing a breach of contract by the 
employers. The defendants appealed. It was held, that the evidence 
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did not support the finding of malicious and wrongful conspiracy to 
injure ; that what had been done was not actionable ; and, that assuming 
there was a breach of contract in getting rid of the plaintiff without 
paying him his week’s wages, that was a “trade dispute” between 
workmen and workmen in the shop. Appeal allowed. 


Vesting of Damages Claims in Bankruptcy 
In the case of Rogers v. Spence, 12 Cl. & F. 400, Lord Campbell said— 


There is no doubt that a cause of action which is exclusively conferred to injury 
to property will pass to the assignees. In,that case there is no difficulty. The 
difficulty is where there is a mixed case of injury to the person and injury to the 
property. There has been no case as yet which has decided what under such circum- 
stances is to happen. It may possibly be that the law will give an action to the 
bankrupt for the personal injury which has been sustained by him, and will give 
an action to the assignees for the injury which has been done to the property. 


The case which Lord Campbell there figurcd has now happened exactly 
in the extraordinary case of Wilson v. United Counties Bank aia 
A.C. 102. 

That was an action against a bank by a trading customcr who had 
become bankrupt and his trustee in bankruptcy for damage for breach 
of contract. The jury found that the bank had agreed with the customer 
to supervise the financial side of his business durimg his absence on 
military service and to take .all reasonable steps to maintain his credit 
and reputation, and has by its negligence in the discharge of its duties 
under this agreement caused the bankruptcy of the customer, and they 
award the plaintiffs £45,000 odd damages for the loss occasioned to the 
bankrupt’s estate by the negligence of the bank and {7,500 damages 
for the injury caused by that negligence to the bankrupt’s credit and 
reputation. The Court of Appeal ordered a new trial, but the House of 
Lords restored the original judgment, but with the modification that the 
right to claim damages for the injury to the bankrupt’s credit and 
reputation did not pass to the trustee in bankruptcy, but remained in 
the bankrupt. 


Result of Decisions 


After reviewing the cases to which we have referred Lord Atkinson 
said—. 


In the present case by parity of reasoning it would seem to follow that the 
negligence of the defendants gave nse to two distinct causes of action,-the one 
consisting of injury to the bankrupt’s estate, the other personal and consisting of 
injury to his character, credit, and repute, the first passing to the trustee, the second 
Temaining vested in himself. If that be so independent actions could have been 
instituted against the defendants, the one by the trustee the other by the bankrupt, 
each claiming damages in respect of the right of action vested in him I do not 
think any insurmountable difficulty is created in the present case by the fact that 
both sue as plaintiffs since the damages to which they are respectively entitled 
have been separately found. 
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Current Transportation Problems 


By GEO. B. LISSENDEN, 
Author of ‘‘ Industrial Traffic Management,” elc., ete. 


14. Production and Discovery of Documents 


To right of a trader to compel a railway company to disclose their 
documents in relation to a particular transaction is an exceedingly 
useful one, as on many occasions he can, by exercising it, satisfactorily 
establish his claim for loss or damage in transit, or equitable rates—or 
whatever his demand may be for. 


When “ Discovery ” should be Sought and How 


For example, one may have a dispute with a railway company as to 
the loss of or damage to a valuable consignment en route, and it may be 
very desirable, in order properly to pursue the case, to inspect the com- 
pany’s documents in connection with it. It will be readily appreciated 
that to examine the “ Waybill” for the consignment, the “Claims Form 
Report,” the “ Guard’s Report,” the “ Checker’s Report,” and the various 
other stereotyped forms, together with the subsequent correspondence 
between the goods agent at the forwarding end and the goods agent at 
the receiving end, will enable the claimant to satisfy himself as to whether 
he is proceeding along the right lines, or whether he will be better advised 
to follow some other line of action. Power to make such an examination 
is given in the Rules of the Supreme Court (Order No. 31), sections 12, 
14 and 15 of which provide respectively as folows— 


12. Any party may, without filing any affidavit, apply to the Court or a Judge 
for an order directing any other party to any cause or matter to make discovery 
on oath of the documents which are or have been in his possession or power, relating 
to any matter in question therein. On the hearing of such application the Court or 
Judge may either refuse or adjourn the same, if satisfied that such discovery is not 
necessary, Or not necessary at that stage of the cause or matter, or make such order, 
either generally or limited to certain classes of documents, as may, in their or his 
discretion, be thought fit. Provided that discovery shall not be ordered when and 
so far as the Court or Judge shall be of opinion that it is not necessary either for 
disposing fairly of the cause or matter or for saving costs. 

14. It shall be lawful for the Court or a Judge, at any time during the pendency 
of any cause or matter, to order the production by any party thereto, upon oath, 
of such of the documents in his possession or power, relating to any matter in 
question in such cause or matter, as the Court or Judge shall think right, and the 
Court may deal with such documents, when produced, in such manner as shall 
appear just. 5 

15. Every party to a cause or matter shall be entitled, at any time, by notice 
in writing, to give notice to any other party, in whose pleadings or affidavits refer- 
ence is made to any document, to produce such document for the inspection of the 
party giving such notice, or of his solicitor, and to permit him or them to take 
copies thereof; and any party not complying with such notice shall not afterwards 
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be at liberty to put any such document in evidence on his behalf in such cause or 
matter, unless he shall satisfy the Court or a Judge that such document relates 
only to his own title, he being a defendant to the cause or matter, or that he had 
some other cause or excuse which the Court or Judge shall deem sufficient for not 
complying with such notice, in which case the Court or Judge may allow the same 
to be put in evidence on such terms as to costs and otherwise as the Court or Judge 
shall think fit. 

The Courts have definitely laid it down that where the onus of proof 
is on one particular party—as, for instance, where a trader is suing a 
railway company-~and the other party, by virtue of his profession or 
occupation, is in the possession of information which alone can prove the 
justice or otherwise of the proceedings, the party, on proof, is entitled to 
such information. Thus, where goods have been lost in transit the 
carriers are the only people who can say what actually happened to the 
goods, and if they are required (by the proper means) to do so, they must 
say in what wagon the traffic was despatched, where it was transhipped, 
where it was last seen, and what steps have been taken to trace the 
whereabouts of the consignment. 

A peculiar yet interesting case in this connection—Hwunter v. Great 
Western Railway—-came before the Manchester County Court in October, 
1913. In this case it was shown that the plaintiffs had made a number 
of claims against the defendant company who were unable to trace pay- 
ment of a very large number of them, and it was necessary, therefore, 
for the plaintiffs to compel the railway company to disclose their docu- 
ments in respect of the claims, and to produce the receipts which they 
held for the sums paid. On production of their documents the railway 
proved that the claims had been duly met and the amounts paid in cash, © 
although it transpired that the money had not been placed to the credit 
of the company by the individual who received payment on their behalf ; 
and to the railway company’s complaint of faulty book-keeping on the 
part of the claimants it was stated that had the amounts been paid by 
cheque in accordance with the plaintiff’s request, the costly county court 
procedure could have been avoided. 

It may be interposed that when there is perfect frankness and goodwill 
between the trader and the railway company, the latter will, in a case of 
dispute, produce their documents for the inspection of the claimant with- 
out any recourse to law; and frequently enough it transpires that by 
thus laying all one’s cards on the table—so to speak—the matter can be 
disposed of to the satisfaction of both parties, and obviously this is much 
the wiser course to follow. 


The Railway and Canal Commission Rules 
The Railway and Canal Commission have very similar rules ane these 
provide as follows— 


35. In England and Ireland either party may, without filing any affidavit, 
apply to the Commissioners for an order to direct the other party to make discovery 
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on oath of the documents which are or have been in his possession or power relating 
to the matter in question. In Scotland either party may apply to the ex-officio 
Commissioner for an order on the other party to produce all documents which are 
in his possession or power relating to the matter in question, or either party may 
apply as aforesaid for a diligence to recover all documents, in whose-soever possession 
they may be, relating to the matter in question. Provided that, in either case, the 
party making the application shall give to the other party at least three days’ notice 
of his intention to make it, and shall (where a diligence is sought), with such notice, 
furnish a copy of the specification setting forth the documents for recovery of which 
a diligence is sought. 


36. In England and Ireland the applicant may, at any time after serving his 
application, and the defendant may, at or after the time of delivering his answer, 
by leave of the Commissioners, deliver interrogatories in writing for the examination 
of the opposite party. 

Interrogatories shall be answered by affidavit to be filed within ten days or 
within such other time as the Commissioners may allow. The interrogatories may 
be answered partly by one person and partly by another or others, but in all cases 
the party answering any part thereof shall state in his answer that the matters 
stated by him are within his personal knowledge, and if any person interrogated 
omits to answer or answers insufficiently, the party interrogating may apply 
io the Commissioners for an order requiring him to answer, or to answer further, 
as the case may be. 

No payment into Court of a sum of money as deposit shall be required from 
a party seeking discovery by interrogatories or otherwise. 

In Scotland either of the parties may at any time after the service of the appli- 
cation or lodging of the answer respectively, and before any proof has been adduced, 
present to the ex-officto Commissioner a statement of facts which he desires to be 
answered by his opponent, and may move the ex-officio Commissioner for an order 
on his opponent to answer the same, with which motion the ex-officto Commissioner 
shall deal as appears just. Notice of such motion (accompanied by a copy of the 
statement of facts) to be served at least three days before the motion is to be heard. 


37. It shall be lawful for the Commissioners, at any time during the pendency 
of any matter before them, to order the production by any party thereto, upon 
oath, of such of the documents in his possession or power relating to any such 
matter as the Gommissioners shall think right ; and the Commissioners may deal 
with such documents, when produced before them, in such manner as shall appear 
just. i 
' 38. Either party shall be entitled at any time before or at the hearing of the 
case to give a notice in writing to the other party in whose application or answer 
or reply reference is made to any document, to produce it for the inspection of the 
party giving such notice, or of his solicitor, and to permit him to take copies thereof, 
and any party not complying with such notice shall not afterwards be at liberty 
to put any such document in evidence on his behalf in such proceeding without the 
leave of the Commissioners, unless he satisfy the Commissioners that he had sufficient 
cause for not complying with such notice. ` 


39. Either party may give to the other a notice in writing to produce such docu- 
ments as relate to any matters ın difference (specifying the said documents), and 
which are in the possession or control of such other party, and if such notice be 
not complied with, secondary evidence of the contents of the said documents may 
be given by or on behalf of the party who gave such notice. 

40. Either party may give to the other party a notice ın writing to admit any 
documents saving all just exceptions, and in case of neglect or refusal to admit, 
after such notice, the costs of proving such documents shall be paid by the party 
so neglecting or refusing, whatever the result of the application may be, unless 
at the hearing the Commissioners certify that the refusal to admit was reasonable, 
and no-costs of proving any document shall be allowéd unless such notice be given, 
except where the omission to give the notice ıs, in the opinion of the taxing officer, 
a saving of expense. 
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The foregoing rules, as will be seen, are very useful in those cases 
where there is a dispute as to rates, rebates, undue preference, and so on, 
as they enable the trader or firm to view the documents in the possession 
of the railway company which have a direct and very important bearing 
on the subject of the action. For example, a firm may be claiming a 
rebate allowance from a railway company for unperformed services at a 
private siding, and the railway company may argue that the firm is not 
entitled to any such allowance because when their predecessors negotiated 
with the company for the establishment of the siding it was mutually 
agreed between them that the firm should pay station rates for all traffic 
passing into and out of the siding ; and in such an event the successors 
of the people who had the siding laid in—that is, the present owners of 
the siding—may desire to see all the original correspondence in connection 
with the matter. In an instance of this kind, if the railway company 
were disinclined to produce the correspondence, there would be no 
alternative but for the firm to apply to the railway commissioners for 
an order compelling the railway company to produce the correspondence, 
and such application would have to be made under the rules quoted above. 

Sometimes an attempt is made under the foregoing rules to institute 
a “fishing ” inquiry, but these are invariably disallowed. Thus, in the 
case of John Waison, Lid. v. Caledonian Railway Co. and others, the 
defendants claimed to be entitled to call for the following— 


1. All books, accounts, akstracts, statements, reports, returns, and other 
documents or writings made or kept by or on behalf of the applicants or their pre- 
decessors in business from 1871, that excerpts may be taken therefrom for each of 
the years 1871 to 1900, both inclusive, of all entries showing or tending to show— 


(a) Quantities of coal, etc, sold from each pit, and the prices (pit and 
otherwise) charged for such minerals. 

(6) Quantities and prices of minerals forwarded by railway, etc. 

(c), Quantities and prices despatched lo the stations mentioned in the 
application as distinguished from the remainder. 

(d) Quantities and prices despatched for shipment, etc. 


2. All books, etc., showing the total cost of working and carrying on the business 
of coal-masters 

3 All books and entries showing the gross and net profits or losses of the 
applicants accruing from their business as coal-masters, and the appropriation of 
such profits. 

4. All books, eic., showing the amount and objects of or relative to the capital 
expenditure of the applicants. 

5. All plans, sketches, drawings, estimates, specifications, showing the sidings, 
etc., on the collieries from 1871 to 1900, the alterations made from time to time, 
and the additions, improvements, or alterations to or upon screening, washing, or 
cleaning coal, and small coal or dross at or in connection with each of said 
collieries. 

6. All books, etc., showing the cost of construction and maintenance of such 
sidings, etc. 

7. All books, ctc., showing the number and earnings of the applicants’ wagons, 
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The Court disallowed the application and in doing so Lord Stormouth- 
Darling said— 

What the specification really does is to propose a searching examination, extend- 
ing over thirty years, into every detail of the business carried on by the Lothian 
Coal Company and their predecessors—their output, their prices, their cost of work- 
ing, their capital expenditure, their profits or losses, and many other things. If 
such a process were applied to each of the applicants in this congeries of cases, I do 
not know when the inquiry would end. Even if relevant, such a call would be 
objectionable, as being altogether out of proportion to the question in dispute. 
But it seems to me to be wholly irrelevant, and I therefore disdllow the entire 
specification. 

In the General Electric Co., Lid. v. Great Western Railway, which came 
before the Commissioners in December, 1911, a similar result was arrived 
at. Here upon a complaint that the defendant railway company were 
unduly preferring certain trade competitors of the applicants by carrying 
their goods at lower rates than those charged to the applicants, an order 
was made by the Registrar that the applicants should be precluded at 
the hearing from giving evidence of specific consignments by themselves 
and their said competitors unless six weeks before the hearing they 
delivered to the defendants particulars identifying such specific consign- 
ments. Before any such particulars were delivered, a second order was 
made by the Registrar that the railway company should file an affidavit, 
stating what documents were or had been in their possession as from a 
certain date relating to the consignment of the said competitors’ traffic 
to certain places mentioned in the application. It was held by the Court 
of Appeal (Cozens-Hardy, M.R., Fletcher Moulton, and Buckley, L.J.J.), 
confirming the decision of the Railway Commissioners, discharging the 
last-mentioned order of the Registrar, that the application for discovery 
by the applicants was premature, and that they first ought to make their 
case by alleging specific instances in respect of which they claimed relief, 
in support of which they then could have discovery. 

No legitimate application, however, is ever refused, for as Buckley, L.J., 
said in his judgment in the last-mentioned case, “ make your case by 
alleging specific instances in respect of which you claim relief, and you 
shall have discovery in support of it.” 


Me 
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Company secretartes will welcome Mr. Bray's useful suggestions for improving the 
form of the Transfer Journal so that tt fulfils every requirement. 





Share Transfers and the Transfer Journal 


By W. REGINALD Bray 


Illustrated with Transfer Joyrnal Headings 


ie recording the transactions with regard to Share Capital, it will be 
found that very many of the books purchased from law stationers 
are not always perfect in detail, some being ruled in one way and others 
in another, similarly as are Wages Books in connection with the National 
Health Insurance. It is therefore important to obtain if possible a 
work correctly ruled or alter one up so that it fulfils every requirement. 
The first column should show the number of the Transfer Deed which 
will serve as a reference number. 

The second column will be used for the date the Transfer was passed ; 
in other words, the date of the Board Minute referring to this particular 
Transfer—the third column showing the date the Transfer was executed 
(as taken from the Transfer Deed). 

TRANSFER 







Full Name 
and Acadre 
Transferor. 
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The fourth column will be utilised for a reference number given to 
the surrendered Share Certificate which for convenience sake should 
be the same number as the Transfer Deed bears (see column 1). 

The Cancelled Certificates should be posted back in the Share Certi- 
ficate Book against the corresponding counterfoil so soon as they have 
been inspected by the company auditor—that is to say, the Share Certi- 
ficates surrendered would be filed in order until completion of audit in 
a manner similar to the Transfer Deeds referred to later. The number 
of shares transferred are entered in the fifth column and the respective 
numbers “ from and to ” in the sixth. 

The seventh and eighth columns refer to the transferor’s folio in the 
Share Ledger and the full name and address of the transferor respectively. 

Columns numbered ten and nine show the folio in the Share Ledger 
of the transferee, and the full name and address of the latter respectively. 

The number of the new or balance certificate issued is shown in the 
eleventh column and will be very useful for reference. 

The twelfth and last columns contain the number of shares and 
particulars as shown in columns 5 and 6. There should be a margin left 
after the last column for special notes and details of fees paid. 

If a Share Certificate (which should have been surrendered) is not 
returned, ıt should be noted in column 4 with a red I for “ Indemnity ” 
as soon as this has been obtained, this document being used throughout 
in place of “ the old certificate missing.” 

The Transfer Deeds themselves should be kept in a binder as soon 
as they have been given a number, and written up and classified in 
complete financial years. 

In the Share Ledger the folio of the Transfer Journal and the number 
(column 1) of the Transfer Deed should be entered, which will give a 
complete reference to the transaction, either to the Deed itself or the 
Journal. 

When there are several classes of shares a separate Transfer Journal 
should be kept for each but in very small companies an extra column 
(No. 14) should be introduced where the word “ Preference” or 
‘“ Ordinary,” etc., can be written in to show the class of share transferred. 

The illustration shows the fourteen columns described with their 
appropriate headings. 

If this detail is recorded it will not only be very useful to the Registrar 
of the Company, but will considerably help him when the auditor comes 
along. 





In this readable article Mr. Mundy describes some of the outstanding features of the 
most successful English schemes of co-partnership. 





Co-Partnership and Profit-Sharing 


By E. W. Munpy, B.A. 
Secretary of the Labour Co-partnership Association. 


I]. Co-Partnership in the Present 


Co in industry, or Labour co-partnership, claims 
for all the workers that they shall share to some extent in the profits, 
capital, and control of the business in which they areemployed. This may 
be stated more fully— 

(1) That the worker shall receive, in addition to the standard wages of 
the trade, some share in the final profit of the business, or the economy of 
production. 

(2) That the worker shall accumulate his share of profit, or part 
thereof, in the capital of the business. 

(3) That the worker shall acquire some share in the control of the 
business in the two following ways— 

(a) By acquiring share capital, and thus gaining the ordinary 
rights and responsibilites of a shareholder, and/or 

(6) By the formation of a co-partnership committee of workers, 
having a voice in the internal management. 

Where a scheme only provides for the first of these three claims and 
arranges that the share in the final profit is given to the worker in cash, 
it 1s usually called simple profit-sharing. In other cases it is often 
spoken of as co-partnership, though this word should be reserved for 
schemes which provide that the workers shall share not only in profit and 
capital but also in control. No definite line can therefore be drawn 
between simple profit-sharing and schemes tending towards co-part- 
nership. For instance, some schemes provide that the dividends on wages 
shall be given in deposits which can be withdrawn with greater or less 
readiness, or part is put into a Provident Fund which is therefore owned 
by the workers collectively though not individually. These are first steps 
towards the personal ownership of capital. 


A Typical Scheme of Simple Profit-Sharing 


One of the oldest and certainly one of the most successful schemes of 
simple profit-sharing is that which has been in operation by Messrs. 
Clarke, Nickolls & Coombs, Ltd. (Clarnico Works, E.) for thirty years. 
The scheme provides that after all payments have been made for deprecia- 
tion reserves, interest on Preference Shares, etc., and a dividend of 
6 per cent. on the Ordinary Shares, the remaining profit shall be divided 
into two equal portions, one of which shall go to the shareholders and the 
other shall belong to the-total wages fund of the workpeople. This means 
that the latter half is spread as a dividend over the total wages paid during 
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the year and those workers who are eligible receive their portions in cash. 
Any sums accruing on the wages of workers ineligible to receive a share of 
the profit are placed to a Provident Fund. 

The workers receive cash, but the Provident Fund is built up in the 
capital of the company, so that the workers collectively are now owners 
of about five-elevenths of the whole capital. In a most candid little 
booklet entitled ‘‘ The Proof of the Pudding,” published in 1919, the 
directors of the company state that the total bonuses paid to Labour 
amounted for 29 years to £274,025 and the average rate of dividend on 
wages was about 14 per cent. The Provident Fund had received £48,974, 
paid out £11,038 and with interest and dividends now stands at £62,663. 
The authors of this booklet seem determined to make no claim for their 
scheme that cannot be proved mathematically, and they pass on from 
a consideration of their own scheme of simple profit-sharing to deal with 
schemes which contain the elements of capital holding and control. In 
the end, however, they say “ ‘ The proof of the pudding is in the eating ’ 
and in our own case, whilst quite conscious of the imitations involved in 
only a partial adoption of schemes such as the one to which we have 
given a fair trial in our own business, and without minimising its 
limitations in actual practice, we are nevertheless satisfied to go on.” 

By far the larger number of schemes are still of this type, in so far that 
the profits allocated to the workers are distributed either in cash or with- 
drawable deposits or placed to a Provident Fund. In the Government 
Report (Cmd 544) of 1920, an analysis is given of 172 schemes in which 
the distribution is effected as follows : Cash only 87, Deposits 18, Provident 
Fund 7, Cash and Provident Fund 11. In the other 49 there is some 
element of personal capital holding along with cash payments, deposits 
or provident fund: in 15 the whole dividend is given in some form of 
capital. It is only right to add that all but 13 of the 49 are gas 
companies. 

Much the same is true of those schemes which have come under my 
notice since the date of the list in the Government Report, the majority 
are for cash profit-sharing, but five or six contain capital holding along 
with the sharing of profits. 


The Division of Profits 

There are two usual methods of dividing the ultimate profits between 
Capital and Labour ; the first is to divide the whole amount into two parts, 
equal or unequal, and the second is to use it to pay like or unlike dividends 
on share capital and the total wages bill for the year under consideration. 

As an example of the first method of block diversion the scheme of 
Messrs. Clarnico given above may be taken. In that case the total 
amount is divided into two equal parts. In the scheme of Messrs. Bray, 
Markham & Reiss, Electrical Engineers (Walthamstow) one quarter of 
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the net profits is allocated to Labour ; the St. Madeleine Sugar Co. allocate 
one-tenth to a certain section of workers; Messrs. W. Hollins & Co., 
Spinners and Weavers (Mansfield), allocate one-quarter ; Messrs. Grout 
& Co., Suk Spinners (Yarmouth), one-half; Messrs. James Powell & 
Sons, Ltd., Glass Manufacturers (Wealdstone), give one-third to Manage- 
ment and one-third to Labour ; and so on in various businesses. 

Examples of the second method are found in the schemes of Messrs. 
J., T. & J. Taylor, Ltd. and businesses which have followed their example, 
such as Messrs. S. P. Myers & Co. (Bradford), Messrs. T. Snowden & 
Sons (Bingley) and the Carbrooke Manufacturing Co. (Batley Carr), 
all engaged in the Woollen Industry. The schemes vary in detail, but 
the following account of the Carbrooke Manufacturing Co. shows the 
general plan. The profits are used first to pay interest not exceeding 
5 per cent. per annum on the Proprietors’ Capital and the Employees’ 
Loan Capital. The remainder, after allocation to reserve, is used to 
provide additional dividends on these two forms of capital and an equal 
dividend on wages. The dividend on wages is paid in Employees’ Loan 
Capital. All employees of six months’ service participate and the dividend 
on other wages is paid to an Employees’ Benefit Fund. The employees 
may invest their own money in Employees’ Loan Capital, but the accumu- 
lated Loan Capital cannot be withdrawn except any excess over an amount 
equal to a full year’s wages. 


Success of Messrs. Taylor's Scheme 

In this case the dividend paid on wages and that paid on Capital 
(over and above the standard rate of interest) are equal, but this is not 
universal. In the scheme of Messrs. J., T. & J. Taylor, the rate of divi- 
dend on wages is equal to that on capital for some workers, but is double for 
all those who have worked in the business for five years and who hold 
capital equal to half a year’s wages. About half the workers come into 
the second category, so that to find the basic rate for the year the wages of 
all these workers have to be doubled and added to the remaining wages 
to get the wage sum which is added to the total share capital. The total 
of this wage sum and share capital is the amount over which the final 
profit has to be divided. In 1913, the business paid 5 per cent. interest 
on shares and was able to pay also 5 per cent. dividend making 10 per 
cent. on shares altogether; therefore some workers got 5 per cent. 
dividend on their wages and the others 10 per cent. dividend on theirs. 
In 1918, the business paid 5 per cent. interest and 124 per cent. dividend 
making 174 per cent. on shares altogether; therefore some workers 
got 124 per cent. on their wages and the others 25 per cent. The business 
has grown as the capital has increased and now the workers own more 
than half the capital and receive in dividends and interest more than 
two-thirds of the annual profit. 
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In the scheme of Messrs. S. P. Myers & Co. the workers are divided 
into three classes, those receiving a dividend equal to the dividend on 
shares (in addition to 5 per cent. interest), those of ten years’ service 
receiving at one anda half times this rate, and those of 20 years’ service 
receiving at a double rate. Messrs. Coleman & Co., Ltd. (Norwich and 
Yarmouth), proprietors of Wincarnis, when they are able to pay 10 per 
cent. on Ordinary Shares, give a dividend on wages of 10 per cent. for each 
year’s service up to 10. The basic rate of dividend on wages varies as 
the rate on shares changes. In the scheme of Messrs. Lever Bros. the 
rate paid to each worker varies with three factors, one being the rate of 
dividend to Ordinary Shares (in excess of 5 per cent. interest), another is 
a personal factor and the third is length of service as a co-partner up to 
20 years. This means that-—other things being equal—a worker of 20 
years’ standing receives at a rate twenty times as great as a worker of 
one year’s standing. 


Length of Service, the Personal Factor, etc. 

Messrs. Bray, Markham & Reiss have introduced an interesting 
modification of the system of making the rate of dividend on wages vary 
with length of service. The figure on which each man is paid his share of 
profit is his actual wage increased by 2 per cent. for each year’s service. 
Thus a worker five of years’ standing earning £150 would have 10 per cent. 
added on to his wages for the calculation, that is, he would be paid as 
though he earned £150 plus £15, t.e., £165. If he had worked 15 years he 
would add on 30 per cent. and be paid on £150 plus £45, t.e., £195. The 
basic rate is found by dividing the total share of profit allotted to labour 
by the sum of all these calculated figures. Suppose that the result gave 
a basic rate of 6 per cent. then these two men would get respectively 
£9 18s. and £11 14s. 

Other factors besides length of service are sometimes taken into account. 
As mentioned above a personal factor is taken into account in Lord 
Leverhulme’s scheme. This personal factor depends upon the merit of 
the worker in the opinion of his foreman and manager. In some schemes 
good timekeeping is taken into account. Under the scheme of Messrs. 
William Gray & Co., Ltd., absence for more than 12 days in the year 
without leave or recognised cause disqualifies a worker, and in the scheme 
of Messrs. Grout & Co., Ltd., six days’ such absence disqualifies. 

An entirely different method of allocation is used by Messrs. W. 
Hollins & Co., (Mansfield), Spinners and Weavers, who divide among all 
their workers the share of profit assigned to labour in such a way that 
a woman gets two units of distribution, a man three, and an overlooker 
or departmental manager four. For example if a woman received £6, 
a man would receive £9 and an overlooker £12, the different amounts of 
wages not being taken into account. The Belfast Municipal Tramways 
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introduced a scheme under which the total amount of profit accruing to 
labour was divided equally among all the workers; everyone from the 
manager to the office boy received exactly the same amount which 
in the one year of activity of the scheme, was about {4 10s. to each. 


The Port Sunlight Scheme 

In Lord Leverhulme’s scheme, worked out at Port Sunlight, the share 
of profit assigned to labour is not allocated as a dividend on wages, but 
as a dividend on certain co-partnership certificates which have been 
granted to the workers in previous years. The number of certificates 
granted to an individual worker in any year depends on (a) the prosperity 
of the business, (b) the wages of the recipient, and (c) the estimation of 
the worth of the worker in the opinions of his superiors. The longer 
a man stays in the business the larger is the number of certificates which 
he accumulates and therefore the larger is the share of profit he receives 
from the dividend paid on these certificates. There is a superior limit 
to the amount of certificates a worker can ordinarily expect to receive. 

It will be seen from this that these certificates have no intrinsic money 
value but are a basis for the allocation of profit and obviously worthless 
to anyone who leaves the employ and ceases to be a worker. In the case 
of those who continue to work for the company until the age for retire- 
ment these certificates acquire a new value as they then secure to the 
retiring worker a retiring allowance. 

I have dealt so far with some of the methods used to decide what 
portion of the profits shall become the possession of the workers, and 
secondly, with some of the methods for distributing the whole available 
sum between the individual profit-sharers. Usually each worker’s share 
of profits is received by him or her as cash or in the form of deposits with 
the firm orcompany, which are readily withdrawn. In many of these cases 
attempts are made to attract the workers to make more permanent 
investments in the capital of the business. Thus Messrs. Lever Bros. 
distribute the dividend in the form of Preference Shares which can be 
realised by any worker at once, but which if held will receive interest like 
Ordinary Shares, which is usually 15 per cent. A large number of the 
workers, therefore, retain these shares and own an increasing amount of 
the capital of the company. 


The Workers as Capitalists 

In the Gas Companies the whole dividend on wages or part of it is 
generally given in the form of capital. In the South Metropolitan Gas 
Co., each worker has to accumulate £25 and then can withdraw only half 
the dividend of any year untl he has accumulated £50, after which he is 
free to withdraw it or let it accumulate as he likes. In the case of Messrs. 
J.. T. & J. Taylor, practically the whole dividend on wages is accumulated 
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in the capital of the company and thus it has come about that the workers 
own the larger part of the capital. During the war part of the profit 
accruing to the workers was given in War Bonds. The object was to 
make every worker a part owner of the National Capital, just as the object 
previously was that every worker should be a part owner of the capital 
of the business, that is, a part owner‘of the business itself. For this 
purpose the fact that the worker owns some capital is much more 
_ Important than the question as to how much he holds. 

The importance of getting workers to be part owners of the business 
in which they work has been so much appreciated by some employers 
that they have started from this pomt. They have offered to sell capital 
to their own workers on specially favourable terms, giving high rates of 
interest and easy methods of purchase. The ill-fated scheme of Lord 
Furness was of this type and was not profit-sharing in the commonly 
accepted definition of that term. Messrs. Sir W. G. Armstrong, Whit- 
worth & Co. have had schemes of this character since 1874. At the present 
time workers may make weekly contributions of from Is. to £1 and 
accumulate up to £200 or £400 for officials. On these deposits they receive 
a guaranteed interest of 4 per cent., but they also get a dividend bringing 
up the total percentage half way between 4 per cent. and the dividend 
actually paid on shares. This extra dividend may be considered as a 
sharing of profits, because it is only received by workers. It may be 
said to come to the depositor because he is a worker ; it does not, however, 
come to the worker because he is a worker, but only because he—as a 
worker—has become a depositor. The dividend (apart from the 4 per 
cent. interest) taken over a period of 8 years would have made a dividend 
on the wages of the depositors of only about 2:6 per cent. per annum. The 
chief drawback to such a scheme is that it has no collective effect on the 
workers, but rather a disruptive effect separating depositor-workers 
from the rest. It has, however, led to considerable sums being saved up, 
amounting to £588,000 in 1918. 


Co- Partnership in America 
More has been done on these lines in the U.S.A. and the scheme of The 
Proctor & Gamble Co. (Soap Manufacturers) shows that it can be 
developed into true profit-sharing. An employee to be eligible for 
receiving a share of the profits as a dividend on his wages must own 
stock equal to a year’s wages. As many employees cannot of themselves 
make such an investment, the company is prepared to lend money to the 
employee for this purpose, if the employee will pay down one-fortieth 
of the amount a? once and undertake to pay one-twenty-fifth more each 
year (that is, 24 per cent. and 4 per cent.). Meanwhile trustees hold the 
stock and charge 3 per cent. on any outstanding balance. All dividends 
on the stock and on wages are used to pay off the balance : as the dividends 
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have been at the rate of 16 per cent. and 20 per cent. it only takes about 
four years for the worker to become absolute owner of the stock. In 
1919 about 2,400 employees owned stock worth £700,000 in the market 
and the profit-sharing dividends amounted to £97,465 in 1918. 

Several purchase schemes have recently been started in this country, 
notably that of Messrs. Alfred Hickman, Ltd. The workers are 
offered easy terms to purchase at par £1 first preference shares which 
will receive interest at the same rate as ordinary shares, so long as the 
holder remains an employee, on his leaving they automatically become 
non-participating 64 per cent. first preference shares. Messrs. Rolls- 
Royce, Ltd., Messrs. Selfridge, Ltd., The Blaenavon Iron & Coal Co., Ltd. 
and the Marquis of Graham (in agriculture) have also instituted share 
purchase schemes. The drawback to all these schemes, as I have stated 
above, is that they do not cover the whole of the employees but only 
those who desire and are able to invest. 

I have not yet dealt with the somewhat vexed question of workers 
sharing in control. There are sufficient cases now in which such share of 
control has been given for some reliance to be placed upon their experience, 
but as there can hardly be any doubt that great progress on these lines 
will be made in the next few years, this may well be considered in the 
next article which deals with co-partnership in the future. 





Difficulties of Accurate Book- keeping 


By FREDERICK T. DAWSON 


Ww is it a matter of more difficulty to-day to keep accurate and 
smooth-running accounts than it was some years ago? Because 
so many business concerns both new and old seem to be overlooking one 
plain strong fact. 

It has always been considered the absolutely correct thing to have 
invoices printed in black colour and credit notes in red colour. 

There is quite sufficient scope for getting up an attractively designed 
artistic billhead, keeping strictly to these two colours, without letting 
blended and different colour schemes keep cropping up. 

In opening one post the other morning out of five hundred packets 
I got invoices in all colours of the rainbow, and strange to say many 
were invoices printed red colour, and credit notes printed black. This 
is quite the reverse to what should be, and proves conclusively that for 
the sake of a preference for colour, a tremendous number are sacrificing 
efficiency. It is folly which will only lead to confusion broadcast. 
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Black print is the colour for invoices and red for credit note forms. Up 
to a few years ago this was understood throughout the nation, and it is 
quite time to call attention to this important matter which is resulting 
in so much unnecessary inconvenience. 

The natural result from the use of a red invoice is that it gets posted 
as a credit in the recipient’s books, and in the same manner a black 
printed credit gets posted as a debit. 

This is because in the rush of the busy business life there must be 
some generally adopted and substantial form of recognition. A very 
strange feature is that on the forms I found printed in wrong colours 
the firms had not had the presence of mind to have boldly printed at 
the top “‘ Invoice ” or ‘ Credit,” as the case may be. This is another 
old-standing idea which has gone to the wall. 

There is no time to submit every invoice and credit to microscopic 
examination, and it can hardly be the duty of the buyer to mark the 
document according to what it is, although this time-wasting method has 
had to be adopted in numerous concerns to obviate the risk of muddles 
caused by forms printed in the wrong colour. 

I can safely quote without fear of contradiction that a big percentage 
of the book-keeping errors are caused through this. The clerk gets 
blamed, he ought to know better, etc., yet it is not his fault, men who 
ought to have known better have not stuck to the old-standing principle 
when having their forms printed. 

The right colour should always be used by everyone as a matter of 
course, but to those who will not recognise the necessity for such a 
measure being steadfastly and permanently necessary, and who don’t 
feel inclined to alter their ideas, I suggest they never fail to have the name 
of the document boldly printed at the head: “ Invoice,” “ Credit,” 
“Statement,” etc., for in this way they will remove a tremendous amount 
of difficulty. 

The statement form of many firms on a glance often appears more 
like an invoice or credit than a statement of account. Some even go 
so far as to have statements the size of invoice forms, instead of long 
and narrow. Now times have altered, if we go on at this pace a few more 
years, we shall not know a manufacturer’s invoice from a pedlar’s circular, 
and good brains will have to be devoted to sorting out the muddles 
needlessly caused, instead of moving the wheels of business progress. 

Absolute uniformity of idea is necessary throughout the nation, and 
every merchant should confine himself to “ Black Print Invoices,” “ Red 
Print Credits,” and the recognised “ Black Print Narrow (half quarto 
size) Statement ” form. 

Take a note for when ordering your next supplies. It costs no more 
to do it right than to do it wrong. “Black and white” or “red ard 
white ” allows quite sufficient scope for attractiveness, if well set up. 
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What to Look for in a Prospectus 


By JoHN P. EARNSHAW, 
Fellow of the Chartered Institute of Secretaries 


A tects constitutes an invitation to apply for shares, stock, 
or debentures. Besides containing certain particulars required by 
statute (of which more anon) it contains representations as to the posi- 
tion, prospects and dividend or interest-bearing possibilities of the 
concern to which it refers, designed to convince the reader that the 
securities offered constitute a sufficiently attractive investment. It 
may be at once remarked that from the nature of these representations 
the wary person will be able to form a fairly shrewd idea as to whether 
the offer is worth entertaining, or whether it should be relegated to 
the waste-paper basket. 

The representations contained in a prospectus partake in some 
degree of the nature of a warranty, for liability may attach to Directors 
in respect of any statement in the prospectus which is (a) known to be 
false; (b) made without belief in its truth; or (c) recklessly, without 
caring whether it be true or false. At the same time, this question of 
the liability of Directors is apt to give (and has frequently given) to 
shareholders a false impression of security; for in order to procure 
rescission of the contract to take shares, or damages, it is necessary 
that one or more of the shareholders who are aggrieved shall institute 
legal proceedings, and prove that he or they were induced to take shares 
by reason of misrepresentation in a prospectus. So that the remedy, 
if any, is by no means automatic; the law must be set in motion and 
the case proved. It is scarcely necessary to say that very few people 
are possessed of the necessary public spirit, and the necessarily deep 
purse, to support an appeal to the Courts, with its attendant uncertainty, 
delay and heavy expenditure. 


Allowance for Natural Optimism 


One must always, when reading a prospectus, make a great deal of 
allowance for superabundant optimism, even on the part of the perfectly 
honest promoter and director. Lord Buckley puts the result of certain 
recorded cases in the following words: “. . . no prudent man will accept 
the prospects which are always held out by the originators of every new 
scheme without considerable abatement. But though some high colour- 
ing, and even cxaggeration, may be expected, yet no misstatement or 
concealment of any material facts or circumstances ought to be per- 
mitted. The public ought to have the same opportunity of judging of 
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_ everything which has a material bearing on the true character of the 
adventure as the promoters themselves possess.” It may be remarked 
that they very seldom have. “ Exaggeration is a totally different 
thing from a misrepresentation of any precise or definite facts, as to 
which there must be uberrima fides (s.e., the utmost good faith) on the 
part of the contractors,” 


Probability of Prospects 


Bearing all this in mind, let us proceed to examine the points of a 
prospectus which should be very carefully studied. First, are the 
representations made, on the face of them, reasonable and open to the 
probability of fulfilment? The manufacture of motor cars or lorries ; 
mining ; oil boring; the production of rubber; any one of the lmit- 
less range of objects that a company may have—do the claims of the 
prospectus seem reasonable? If they do, it is worth while reading 
further. If, on the other hand, it is proposed to develop some highly 
technical inyention or process—-say the extraction of gold from the sea, 
the boring for oil in a terrain whence no oil has previously come—then 
the average investor, with no knowledge of the probability of success 
attending such a venture, would do well to leave the shares alone. Or 
if the claims made be wildly extravagant—for instance: a rubber 
undertaking estimated to repay its capital during the first few years 
of its existence, then it is usually safe to consign the prospectus to the 
fire or the rubbish basket. 

Now, having formed a general idea of what the company proposes 
to do, and whether it appears on the face of it to have a fair chance of 
doing it, ascertain whether those who pose as “‘experts”’ in the par- 
ticular business to be undertaken are people of standing. Here, again, 
one must qualify by saying “so far as can be seen.” Of course, it is 
not always possible to obtain this information. But some guide is 
afforded sometimes by a summary, in the prospectus, of the “ expert’s ” 
qualifications. “ Experts ” are sometimes really experts, and bear 
names well known and respected in commercial circles, in which case it 
is possible to check their status and reliability. 


Personnel of Directorate 


The personnel of the Board of Directors is a very important matter. 
The names of the directors must by law be given in a prospectus. The 
mere inclusion of the name or names of one or more titled or apparently 
distinguished people is, by itself, no criterion, for it is well known that 
there are thousands of such people—peers, baronets, knights, soldiers 
of high rank, and so on—who are not well versed in the ways of com- 
pany promotion and who (quite innocently, perhaps) are willing to join 
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boards of directors and lend their names to concerns with which they 
should never have allowed themselves to be associated. Generally 
speaking, if one man with an established reputation in some particular 
branch of business, already connected with one or more important and 
successful undertakings, allows his name to appear on a prospectus, it 
may be usually taken that he would not have consented to do so without 
satisfying himself that his reputation is not very likely to suffer from 
association with the new concern, and that he believes that it has a fair 
chance of success. But beware of the “ guinea-pig,” as he is called— 
the type of director alluded to above, who does not understand the 
business he is willing to “ direct,” but who is induced by the prospect 
of fat fees to allow his name to be used for the purpose of dazzling a 
none too discriminating public. 


Material Points 


Who are the vendors, and what are they to get for the property 
which the company is to buy? Particularly, are they to be paid a 
substantial sum in cash as soon as the company has proceeded to allot- 
ment? If so, beware. The inventor, or vendor, or concessionaire, or 
whatever he may be, who has faith in the property he wants the com- 
pany to buy, will be content with shares. He may reasonably demand 
a comparatively unimportant cash paymen.—a thousand or two thousand 
pounds ; but if he is to get fifteen, or twenty, or thirty thousand pounds in 
hard cash as soon as the shareholders’ money is in hand, then there is a 
strong probability that as soon as the money has changed hands, he will 
not take such an interest in the welfare of the concern as the shareholders 
are entitled to demand. It is difficult to generalise on these points. 
Cases are conceivable in which the payment to a vendor or vendors of 
a large sur in cash can be justified. But they are rare, and the fact 
that such payment is contemplated should put the investor very much 
on his guard. 

The number of shares credited as fully-paid (that is, free shares) 
which are to be issued is also a very material point. Free shares 
constitute what is known as “ watered” capital, and their quantity 
should be moderate. Promoters and their friends are liable to be greedy 
in this respect, all kinds of so-called services being often regarded as 
worthy of recognition by the issue of so many of these free shares. 
Usually, all free shares come out of the number to be allotted to the 
vendors, and many companies have started business crippled from the 
outset by_over-capitalisation due to the number of shares issued 
“ credited as fully-paid.” 

Another very important provision of the Companies Consolidation 
Act requires a summary of all material contracts to be stated in the 
prospectus. Such summaries are usually printed in small letters, as 
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though they were of minor importance. But the prospective subscriber 
should on no account fail to grasp their significance. 


Memorandum of Association 


The company’s Memorandum of Association must be reproduced in 
a prospectus. In it will be found the objects of the company. The 
prospectus is required to show the names, descriptions and addresses 
of the signatories. The latter are sometimes mere dummies—clerks or 
other employees of the promoters, directors, or solicitors. The pro- 
visions of the Act are complied with if seven persons sign the Memoran- 
dum, each as a subscriber of one share. And the frequency with which 
seven clerks or other nominees are put forward as the signatories suff- 
ciently indicates that bare compliance with the letter of the law furnishes 
the public with no useful information. The number of founders’ or 
management shares has to be stated, with the nature and extent of the 
holders’ interest in the profits and property of the company. There 
may be no such shares, but the investor should satisfy himself on the 
point. 

The directors’ qualification and the amount of their remuneration 
must be stated. The qualification means the minimum number of 
shares which a director must hold to ensure that he has a stake in the 
company. A director is required either to sign the Memorandum for 
the number of his qualification shares, or to sign and file with the com- 
pany a written contract to take from the company the requisite number 
of shares, and pay for them. 


A Guide to the Company's Bona Fides 


The minimum subscription upon which the directors may proceed 
to allotment must be disclosed in the prospectus. This is some guide 
to the bona fides of the company. Obviously, if the capital be £500,000, 
of which, say, £300,000 is asked for from the public, it would not conduce 
to confidence to be informed that the minimum subscription was only 
£100,000, for this would mean such a drastic curtailing of the plans 
for starting the compdny on its career as to entirely prohibit a full 
measure of success. It would also mean that the promoters were in a 
somewhat unseemly hurry to get hold of the public’s money without 
regard to the prospects of the concern. The Companies’ Act does not 
stipulate for a minimum subscription of a definite proportion of the 
capital; but the London Stock Exchange will not grant a special settle- 
ment to a company which does not demand a minimum subscription 
at least two-thirds of the amount offered to the public. So that in the 
case of a capital of £500,000, of which £300,000 is to be offered to the 
public for subscription, the minimum subscription upon which the 
directors might proceed to allotment would be £200,000. 
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Director’s Private Interest 


If any director of a company has an interest in the promotion of, or 
in any property to be acquired by, the company, the nature and extent 
of such interest must be disclosed in the prospectus. The object of this 
requirement is pretty obvious. The position of a director is fiduciary— 
that is, he should be a trustee for the shareholders; his ratson d'être is 
to manage the business of the company for its shareholders. If he has 
an interest in the property which the company is formed to acquire, 
the result may be that having made a substantial sum out of the pro- 
motion of the concern, he cares little or nothing for its subsequent 
success or failure. It is not to be thought that a director who has an 
interest in property to be acquired by a company is necessarily suspect. 
Far from it. Hundreds of companies have been formed to take over 
the businesses of successful men who have previously owned and run 
those businesses, and who have continued, subsequent to the formation 
of the companies, to give energetic and faithful service to the share- 
holders who have come in with additional capital. Such men invariably 
have a substantial stake in the companies formed to take over their 
business. The whole thing resolves itself into the necessity for a frank 
disclosure and the consideration of the proposition in the light thereof. 


Commission and Control 


Then may be mentioned the statutory requirement that the amount 
of any commission paid or to be paid for subscribing or obtaining sub- 
scriptions to the company’s shares, stock or debentures must be disclosed 
in a prospectus. This requirement, as well as those relating to the number 
of “free ” shares and amounts payable to promoters, covers a period 
of two years prior to the date of a prospectus where the latter is issued 
by a going concern inviting applications for new shares, stock or 
debentures. 

Lastly, there is the question of the voting power which the com- 
pany’s stock or shares are to confer on the holders. Is this such as to 
give the members of the public who subscribe control of the company’s 
affairs in matters outside the scope of the directors’ management of its 
routine business? Cases are on record where the vendors or others 
received the whole or the greater part of an issue of “ deferred ” ‘or 
“ preference ” shares, such issue, perhaps, being only a fraction of the 
number of ordinary shares offered to the public. Owing, however, to 
the fact that the former shares conferred a voting power of one vote 
per share, whereas the shares offered to the public carried only, say, 
one vote per 100 shares, the holders of the latter could always be out- 
voted by the privileged class of shares, and thus the ordinary shareholders 
possessed no effective control of the company. 
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SUMMARY 


To summarise the points which should be scrutinised when studying 
a prospectus—~ 


(1) What kind of business is the company going to carry on, and are the claims 
put forward as to prospects reasonable on the face of them ? 

(ii) Does the person reading the prospectus know sufficient about the kind of 
business to be carried on by the company, and business matters generally, to 
enable him or her to form an intelligent opinion as to whether the above-mentioned 
claims are capable of fulfilment ? 

(iii) Who are the people behind the promotion, i.e. who are the vendors ? 
If they have formed themselves into a syndicate with limited liability, does the 
file of such syndicate at Somerset House yield any useful information ? 

(v) Who are the directors or proposed directors? What is their record ? 
Have they or any of them any business (never mind their social) status? 

(v) What’s the capital? How is it divided up? How much is it proposed 
to issue, and what is the minimum subscription ? 

(vi) What are the vendors getting for the property ? How much of it (their 
consideration) is to be in cash ? 

(vii) How many other “ free ” shares are being issued, to whom, and for what ? 

(viii) Is any commission, and at what rate, being paid to underwriters ? 

(ix) What remuneration are the directors going to get and how many shares 
must they hold in the company ? 

(x) Are the directors going to earn their fees, or are they getting so much out 
of the flotation of the company that “they won’t care if it snows?” 

(xi) If the issue is not the first one made by the company, (a) What under- 
writing commission, (b) how many “ free’’ shares, and (c) how much cash has 
previously, during the two years immediately preceding the date of the prospectus, 
been respectively paid or issued ? 





What is 100 Per Cent. ? 


How Profits are Computed in the Commercial World 


[TE a boot dealer charged 30s. for a pair of boots and said his profit was 50 per cent., 

most people would assume that the boots had cost the dealer £1, and that 
his profit amounted to 10s. As a matter of fact, however, the boots would have 
cost him 15s., and by selling them for 30s. his gross profit would be 15s. 

There is no doubt a general impression that an article which is sold at double 
the price at which it was purchased yields a profit of 100 per cent., but the universal 
commercial system of computation fixes tre profit percentage at 50. 

, An official of an association of manufacturers, explaining, said: “ If an article 
costs £20 and is sold at £40, the gross profit is £20, the turnover is £40, and £20 is 
half of £40, so that the profit is 50 per cent. It is a very old bone of contention 
and is very confusing. Of course, on the cost, or original purchase price, it is 
100 per cent.” 

The manager of a large stores said: “ The system used is to compute the 
profit on the selling price and not on the cost price. That system certainly obtains 
in every retail business,’’— From the “ Daily News.” 








A pointed criticism by a Chartered Accountant of the system of Unit Costing adopted 
by the various sub-committees under the Profiteering Acta. 





Unit Costs as Evidence 


By Grorem M. OCorron, O.A. (Edin.) 


T work of the skilled accountant is becoming more and more 
sought after and more or less appreciated in official matters. The 
laboriously constructed tables appended to various reports issued by 
sub-committees under the Profiteering Acts bear eloquent witness to 
the assistance which the profession has rendered to the State. Even the 
Labour element begins to realise that it requires such skilled service 
if it is to cope adequately with the problems of finance which the modern 
conduct of industry brings into prominence. It is true that some Labour 
men may on certain occasions, and in certain circumstances, generalise 
so as to catalogue the professional accountant along with that “ parasitic 
bourgeoisie” which they propose to eliminate by economic methods. 
All the same, when figures have to be adduced, Labour, like everybody 
else, has to turn to the specialist. 

It is all the more to be regretted that there seems good ground for the 
survival of the old sarcasm that accountants can make figures prove 
either side of any given case. If totals, it is suggested, do not give the 
preconceived result, percentages of totals treated comparatively may be 
tried ; if neither of these proves satisfactory for the purpose, differences, 
or percentages of differences, or even percentages of percentages may be 
experimented with. I know a man who, if he cannot with truth assert 
that all the male members of his office staff are ex-service men, may yet 
boldly claim that 100 per cent. of them is an ex-service man. Out of his 
fourteen employees, thirteen are girls. I know of another who used to 
say during the war not that one of his men had been requested to “join 
up,” but that 50 per cent. of his office had enlisted. He had actually 


two men. 


Analysing the Analysis 

The tables of costs to which I have referred are monumental examples 
of painstaking analysis on the part of the accountants employed by the 
various committees, and in the majority of cases the findings of the’ 
committees appear to be largely influenced by the results shown in the 
tables. Some twenty different industries have now been reported upon, 
and selecting, say, the furniture trade we may proceed to analyse the 
analysis. There will be found in Appendix A to the Report (Cmd. 983), 
a statement of prices of a 3ft. oak bedroom suite based on costings 
supplied by eleven firms. The selling-price constituents given are 
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Material, Labour, Overhead Charges and Profit. Any costing will serve 
our purpose and we choose firm “ B.” 


Important Accounts Missing 


Now the gist of my tentative criticism is that the Report contains no 
Trading Account or Profit and Loss Account which might serve to verify 
the costs quoted or, on the other hand, to show total profits. Such an 
account would give us the totals in a year for Material, Labour and 
Overhead Charges, and would enable us to judge of the reliability of the 
unit costs. We may, however, reasonably grant that Material and 
Labour (that is, productive labour) are beyond criticism. They neces- 
sarily expand with turnover. It is, however, when one considers the 
Oncost that one experiences a wish for more information. It is stated 
(page 5 of the Keport) that this part of the cost includes establishment 
charges, non-productive labour, commission, discounts, packing, etc. 
The establishment charges themselves cover rent, rates and taxes (ex- 
cluding taxes on profits I assume), light, power, etc. But there is no 
means of ascertaining the further necessary sub-division of these into 
direct and indirect oncost. For our argument, however, we shall assume 
that none of the components of Overhead Charges increases with the 
turnover, and we may then put the question—to what extent are total 
profits in Trading Accounts increased by percentages on establishment 
costs which are not dependent on the amount of business done ? 


Returning to firm “ B,” the selling price of £25 is built up thus— 











£ s. d. 

Material : . , . . 11 3 10 
Labour . ; : ; i . 535 
Prime cost 16 7 3 

Oncost . . . 4 18 il 
Total cost 21 6 2 

Profit . y ; 3 13 10 
Selling price {25 - —- 

The Percentage of Profit 


The ratio of profit to selling price is thus something over 14 per cent., 
while to prime cost it is something over 22 per cent. If, therefore, only 
one suite be made in a year, the manufacturer with £25 as selling price 
would make a profit of 22 per cent. on his prime cost or 14 per cent. on 
his selling price. The profit of 14 per cent. on price is, therefore, the 
equivalent of the 22 per cent. on prime cost. Assume now that 100 
suites are sold in the year. The trading account figures, on the basis of 
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Material and Labour quoted, but, for the sake of the argument, leaving 
the entire Oncost at the same figure as for one suite, would be as 
follows— 


É s. d. 
Material . ; : g . 1119 3 4 
Labour . : ; ‘ A 517 1 8 
Prime cost . 16386 5 —- 

Oncost ; . : A 4 18 11 
, Total cost . . 1,641 3 11 

Profit i ; : í 858 16 1 
Selling price . £2,500 — - 


The ratio of profit to selling price is now 34 per cent., while to prime 
cost it is 52 per cent. 


Are Official Unit Costs Misleading ? 


If it is a fact that all the Oncost increases directly in proportion to 
turnover, there is nothing more to be said. On the other hand, if it does 
not so increase it is obvious that to assert that the total profit on selling 
is of necessity 14 per cent., and that the total profit on prime cost is of 
necessity 22 per cent., is to provide an opening for the old gibe to which 
I have already referred. This is what it appears to me these official 
unit costs do, and a profit which looks not unreasonable when shown as 
a percentage in a unit costing might quite well prove to be otherwise 
when the Trading Account figures were produced. 

It is, however, a question of fact, and the whole of my reasoning may 
quite conceivably be based on essential error. But if that is so, the 
criticism is not disposed of but merely transformed, since it is hardly 
right that official figures should be lacking in particulars so vital that 
their absence results in misleading those who try to assimilate them. 
Whatever the explanation be I must necessarily leave it to the experts 
who are engaged on the job, expressing at the same time the hope that 
they may be able to convert what I have said into mere irrelevance. 
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Eastern Exchange 


By L. W. Cross 


z HE East is East and the West is West, and never the twain shall 

meet,” is an expression freely quoted. The idea this prophecy 
‘was intended to convey is not exactly clear. It was probably meant to 
show the incompatibility of Eastern and Western civilisation, and that 
as oll and water could not combine, so the Eastern and the Western 
minds could never operate in harmony. Whether this view be right or 
whether it be wrong, it is quite clear that the Western civilisation could 
not maintain its full development without the agricultural resources of 
the East. India and China are at different stages of economic develop- 
ment, but China alone can provide every kind of raw material of which 
the world stands in need. Wheat, cotton, coal, iron, seeds of every'kind, 
etc., etc., are even in her present economic position produced in large 
quantities. It is only recently that a cargo of coal from China was 
discharged at Newcastle at a price below that at which it could be sold 
locally. 


The Determining Factors in Production Cost 

The West is dependent upon the East not only for the simple reason 
that it produces many of the necessities of life which we import, but as 
a large consumer of our manufactured articles. The East, particularly 
India and China, is a large buyer from the British Isles, and it is in this 
dual dependence that the Eastern exchanges play such an important part. 


The two determining factors in the cost of production are’: 


1. The cost of the raw materials used. 
2. Wages. 


It will be readily appreciated how important an influence the Eastern 
exchanges have on these two factors. The raw materials that come from 
the East form the basis of a large proportion of the manufacturing 
activities of this country. The food of our people, to a considerable 
extent, also comes from the East. The relation of the price of raw 
materials to the cost of nianufacture is quite obvious, but the influence 
of the exchange on the other factor of production—wages—is not quite 
so apparent. Wages must inevitably rise with the cost of living, and the 
cost of living cannot fall while the cost of the necessities of life are so 
heavy, and an unduly high exchange is a determining factor of the price 
of necessities. A high rate of exchange with the East has the obvious 
effect of increasing the cost of the commodities coming from the East, 
and as these are so essential to the life of the community, it is clear that 

298 


Eastern Exchange 





they must exercise an influence on one or other of the factors of production. 
If they be raw materials the cost of manufacturing is increased, and if 
food, wages must rise, and unless the buying public, whether at home or 
abroad, is able to absorb goods produced under these conditions the 
inevitable result must be unemployment. 


Necessity of Stable Exchanges 

There is another side of this problem and that is, if the exchanges 
fall away unduly there is an automatic check to the flow of manufactured 
goods to the East. The Manchester trade is linked very intimately with 
the East. A 25 per cent. reduction in the value of the Shanghai tael or 
the rupee in effect means a 25 per cent. import duty on goods from 
Europe, as the native merchant has to provide 25 per cent. more local 
currency to buy the sterling equivalent. Unless other circumstances 
intervene, this movement would show itself in a reduced demand from 
the East for our goods. It is clear how very important the Eastern 
exchanges are to the community, and that we cannot be indifferent to 
the significance of their movements. If they be too high their influence 
is reflected in higher wages due to increased cost of living. If they be 
too low the effect is to curtail demand for our goods. Extremes in foreign 
exchanges (as in all other affairs of life) are always unfavourable, and 
the important point to remember is, that if we are to have a stabilised 
trade—both domestic and international—it is imperative that the 
Eastern exchanges should not be subject to wide variations. 

It is essential to an exporter to have a reasonable exchange, and if 
it be desirable that a reduction in any given exchange should take place, 
this ought to be brought about slowly and not in violent spasms. Un- 
fortunately, the Shanghai exchange is the happy hunting ground of the 
speculator. These speculative operations are most undesirable for the 
trader and the banker. Under such circumstances the trader does not 
know exactly how his shipments are likely to turn out, and the steps he 
takes to protect his position by a suitable provision in his price may 
sometimes turn the business in other directions, and the banker may be 
led to take more caution than is justified by the actual position. 

The stabilismg of the Eastern exchanges is a matter of grave import, 
and has received and is receiving much attention from the British Govern- 
ment in regard to India. The Concorfium Governments are also 
thoroughly investigating the currency and geferal financial position of 
China. 

In the previous articles we have seen that Japanese currency is 
constructed on a gold standard, and therefore its parity must always 
move relative to gold as expressed by the London—New York quotation. 
Indian currency and exchange is now passing through an experimental 
‘period due to the Indian Government’s decision early in the year to 
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stabilise exchange on the laying-down price of gold either in Bombay or 
in London, and to alter the relative value of the rupee from 15 to £1 
sterling to 10 to £1 sterling for internal circulation. This alteration was 
made legal by the Indian Government in the middle of September of 
this year. The new policy inaugurated by the Indian Government has 
apparently failed immediately to accomplish its purpose, but what the 
ultimate result may be time alone will show. The effect of this policy 
is to make Indian exchange move relative to the two precious metals— 
gold and silver. So far as gold is concerned, its movement to and from 
India is entirely free, and its influence on exchange is determined chiefly 
by the demand for it in the Indian bazaars, which is sometimes as high 
as 74 per cent. over the London price. On the other hand, if necessary, 
exchange can be provided by reselling gold on the London market. With 
regard to bar silver, the influence this exerts on the outward rate is based 
chiefly on the price at which it can be bought in London and sold in 
Bombay. Owing to the closing of the Indian Mints to the free coinage 
of silver since 1893, the price of standard silver fn London is the only 
absolute silver factor determining the course of the Indian exchange. 
If the price of silver in London is higher than the exchange rate of the 
rupee plus the laying down price of the silver contents of the rupee coin 
here, either one of two things will happen ; the price of silver will fall or 
exchange will rise—the determining factor being whether the silver con- 
tents of the rupee will yield a greater sterling value than a purchase of 
exchange. The rupee cannot be automatically provided in the other 
direction, t.¢., in India. In any effort to stabilise the Indian exchange 
the influence of both the precious metals must be taken into account. 
The previous article demonstrated clearly that the exchange of China 
is a white metal exchange pure and simple, and though gold is sent there 
the operation is chiefly of a commercial character. 

The Consortium Banks, in the efforts that they will undoubtedly 
make to reform the currency of China and to give some stability to her 
exchange, will of necessity take fully into account the silver problem. 
The exchanges of China, and India to a lesser extent, willfor many a day 
to come be linked with silver. 


The Silver Position 


No review, however brief, of the Eastern exchanges, would be complete 
without some reference to silver. The war is responsible for the great 
change in the silver market, its wide fluctuations and the serious dis- 
' turbance in the Eastern exchanges. Before the war silver moved between 
25d. to 30d. In February, 1920, the price of standard silver had risen 
to its peak of 894d. By the middle of June it had fallen to 44d., and on 
the 21st August—about two months later—it had risen to 633d. To-day 
(25th October) it is 524d. These wide variations in the price of silver 
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this year alone will show how disturbing a factor the movements in the 
price of silver are in the Eastern exchange. In view of its influence on 
the Eastern exchanges, the course of the silver market is always of con- 
siderable importance to the banking and commercial community. One 
of the most remarkable results of the war is that, whereas before, and 
to a considerable extent during the war, Europe was a regular buyer of 
silver for coinage, since the Armistice Europe and the Near East have been 
consistent sellers of silver. Many factors have contributed to this, but 
the chief are the high price of silver and the depreciated exchanges of 
the Continent and the Near East. The result has been to throw on to 
the London silver market large quantities of melted silver currencies, 
and it is this flow of silver to London that has contributed in no small 
degree to the weakness that has taken place, and unless the export trade 
of the East takes a more favourable turn, this factor will continue to 
cause wide fluctuations in the price of silver and consequently of the 
Eastern exchanges. 


The Perils of Violent Fluctuations in Fvchaneu 


Commerce and banking require steadiness in exchange for their 
fullest development, and in the grave uncertainties of the present situation, 
violently moving exchanges with the East are a source of danger to 
commerce and finance. Every step should be taken by those who have 
the power, to do everything possible to eliminate the wide movements 
in the Eastern exchanges, which mean so much to the cost of food and of 
the raw materials of industry and the absorption by the East of our 
manufactured goods. 

Silver, the complement to the Eastern exchanges, is, though unknown 
to the majority of people, one of the largest factors in the adjustment of 
many of the international post-war problems, and through the London 
market is assuming a growing importance. 


The Compradore 


We cannot close this series of articles without a reference to the 
very important factor in Eastern trade and banking—the compradore. 
The internal arrangements of the Chinese banks and large commercial 
houses comprise a dual organisation. There is the European staff which 
is usually entirely ignorant of the language, customs, and standing of 
the natives. To correct this want, a Compradore is appointed, who has 
a separate office and a native staff on the premises. Practically all 
dealings with the natives take place through this gentleman, and he 
keeps his own set of books of the dealings. These books are balanced 
daily, and the respective accounts are compared with the accounts kept 
by the European staff to ascertain whether they agree. The need for 
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such an appointment arose in the first place owing to the want of know- 
ledge by the bank staff of the language of the country, and to the fact 
that the status and means of the native merchant is often unknown to 
the bank manager, who tries to protect his interests by the guarantee 
that the appointment of the Compradore provides—the latter’s trans- 
actions are also sometimes guaranteed in other ways, so as to provide a 
tightening up of the security of the bank. This arrangement, though 
valuable, is a bar to progress as it does not induce the European to get 
to know the language or the tastes of the natives, and it is, of course, 
to the interests of the Compradore to see that this situation remains, 
and it gives him added security in his position. 

In conclusion, it cannot be too strongly urged on our manufacturers’ 
and merchants to make every effort to maintain and develop the vast 
potential trade of China and India. We have assets in our prestige, know- 
ledge, and commercial and banking experience which the United States 
of America and Japan have not. Some English companies are setting 
aside a fixed proportion of their output for the Eastern market, and in 
view of its importance it might be a good policy for the whole of those 
who trade with the East to follow a similar course. 

The statement may seem to be a little exaggerated, but a proper 
development of the East may mean the salvation of Europe. 


Banks and Credit Facilities 


r is one of the curiosities of the present day, however, that while we have 

some of the best brains in Europe considering and putting forward schemes 
for the extension of credit, yet in a country like England we have the banks, acting 
apparently on the considered wish of the Government, cutting down credit facilities 
and restricting their long-date advances to clients. Only a few months ago the 
Clearing Banks were tumbling over one another in their desire to participate in the 
finance of shipments of commodities ; now there is a manifest unwillingness to 
assist in financing exports, and even in the case of good clients facilities have been 
in many cases curtailed.—-The British Trade Review. 








‘* Old-fashioned ideas regarding the Store have been ruthlessly swept into oblivion . 
no department in the factory has been more completely revolutionised.” 





The Engineers’ Store—and its Controller 


By W. J. Hiscox. 


So in the engineering factory has become a science, 
and the lot of the storekeeper to-day is full of promise, seeing that 
his duties are becoming more and more important as the question of 
scientific management becomes developed. For in the modern factory 
his claims cannot be disregarded. No scheme or development is complete 
without his inclusion, for his department is the very centre of the factory 
administration. 

The old-fashioned ideas regarding the store have been ruthlessly 
swept into oblivion, and it may be said that no department in the factory 
has been more completely revolutionised. New departments have 
sprung into existence, but these perforce were equipped with modern 
ideas at the very start, whereas the store, the oldest established depart- 
ment, has had to change its course in order to fit in with the new scheme 
of things brought about by the creation of these new departments. 

The store must be as efficient as the most modern department in the 
factory, and the storekeeper must rank high among the experts. He 
must know as much about his job as the works manager does about his, 
for like every other department, the store must be positive. It is an 
integral part of the organisation, and is as much concerned with pro- 
duction as is the machining department. Every person in the store is 
a producer, and the storekeeper’s share in the production of an assembled 
unit is perhaps greater than that of a mechanic who actually handles 
a certain part in connection with the same. 


Storekeepers of the Past 

In the main, the storekeepers of the old days, when the store was 
but lightly regarded might have been divided into two classes, and their 
methods, accomplishments and achievements may for a moment be 
considered. One of each type may be selected for the purposes of 
illustration, which will quite easily show that neither has a place in the 
store of to-day. 

X, the Stores Controller in a large engineering factory, was a pompous 
individual who knew rather less about storekeeping than does the average 
office boy. His appointment was obviously the result of influence, for 
his qualifications were nil. He was in receipt of a nice salary, and was 
on intimate terms with the other high officials, in whose company he 
would spénd the major portion of his time. The store, as has been 
suggested, did not count for much in the eyes of the management, and 
what work was necessary was deputed to the minor officials. The 
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Controller, when he condescended to recognise that he was in charge of a 
department, would make a tour of inspections, discharge one of the 
boys for skylarking—reprimand one or two hard working individuals 
on some frivolous pretext—and retire to his office. 

Such a man could never be a success—neither did he desire to be. 
He had no energy—no ambition. He had a comfortable billet, and he: 
was quite content, As may be expected, such miscontrol was responsible 
for much dissatisfaction on the part of the underlings, who very often 
had to work much harder than the results would warrant. He could not 
organise—could not control—and so things went on until the manage- 
ment awoke to the fact that, in order to get adequate results from the 
factory, the store must do its part. Then influence must give place to 
efficiency. A fund is raised—a handsome testimonial presented, to 
the accompaniment of many pretty speeches—and for the store, under 
new control, a new era dawns. 

Now for an example of the second type of old time storekeeper, “Z” 
is a very industrious fellow, well versed in detail, but quite incapable 
of control. His status is very little above that of the ordinary labourer, 
and his wage rate is surprisingly small. He is too insignificant to be on 
friendly terms with the heads of other departments, and is, in fact, the 
“maid of all work,” submitting to the instructions of all and sundry. 
His department is the scapegoat of the factory, for the other department 
heads do not scruple to cover up their own delinquencies at the expense 
of an unorganised and inefficient store. 

The man in charge was the only one in the store who really worked, 
for his subordinates were of the “fetch and carry ” variety, doing what 
they were told, and no more. To a storekeeper of this type, working 
under the conditions described, it was usually the simpler proposition 
to do the work himself than to depute others to do it, and as there was 
obviously a limit even to his capacity, efficiency in the store, even toa 
minor degree, was lacking. 

Here again the sad state of affairs continued until the management 
of the factory was sufficiently educated to perceive what was wrong, 
and then the store was placed ufider proper control. A practical store- 
keeper was placed in charge, and a minor post in the store, for which he 
was eminently suited, was given to the individual who had so gallantly 
tried to do justice to a position really too big for him. His duties were © 
lighter, yet he accomplished more, and he was satisfied. 


Modern Type of Storekeeper 
So much for the “old type ” storekeeper, and now for the modern 
product. The latter differs considerably from the accepted type of ten 
years ago, and yet it must not be inferred that he is a newcomer to the 
business. As a matter of fact, he was in the factory ten years ago, and 
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gained his experience under the man whom we have styled the “ old 
timer.” He may have been fortunate in his chief, for there were store- 
keepers then—men who knew their business and how to handle a store, 
but who, on account of the very slow growth of factory organisation, 
did not have the opportunities available to the present-day man. This 
individual is with us to-day, and is an efficient storekeeper, judged by a 
present day standard, for he was progressive and marched with the 
times. 

The present-day storekeeper, then, is a man of considerable experience, 
and is an expert organiser. Like every other foreman, he is expected 
to get the best out of his department, and for him to accomplish this he 
must have the characteristics which denote leadership. He is no figure 
head—he is the active director of affairs. He is not immersed in detail, 
but he knows enough of detail to thoroughly understand what is going 
on. His department must at least be as efficient as any other depart- 
ment in the factory, or, to be more precise, it must be up to the standard 
of the most efficient department. 


Importance of the Store Department 

The development of scientific management in the productive depart- 
ments brought about the revolution in the store, for in the first instance 
this latter department was ignored by the experts, and it was not until 
they saw that the efficient co-operation of the store was essential to the 
success of the scheme that interest in the store was excited. Nowthe 
store takes the lead, for it has been proved upon numerous occasions 
that it can force the pace, and, instead of being lifted, can now lift other 
departments to its standard. 

Although the storekeeper must be an experienced man, it by no 
means follows that the whole of his experience must be gained in the 
store. Some of the most successful of modern storekeepers have spent 
but little time in the department they now control, but their experience 
is very real in the broader sense. They are business men who have seen 
service in various departments in the factory—who, instead of becoming 
mere slaves to routine, set out to solve problems, and thus fitted 
themselves for the high position they were ultimately offered. 

The writer recalls an instance where a man who had never worked 
in a store was called upon to reorganise a store which had got into a very 
bad state. The experiment was watched with interest by a number of 
experts, who predicted speedy failure, but, to their astonishment, within 
six months success was assured, and in twelve months the store had 
reached a higher standard of efficiency than ever before. That man was 
an organiser—and a business man, and by surrounding himself with the 
right people—each in his right place—he achieved what he set out to do. 

This man was undoubtedly a genius, and there are not too many of the 
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kind in the average factory. It is hardly wise therefore, to altogether 
rely upon the man who has never previously been inside a store, even 
though his other qualifications are of an undoubtedly high order. We 
may assume, therefore, that the man who has had experience both in the 
store and in other administrative departments, is most likely to prove 
an efficient store controller. 

To go to the other extreme, one meets with the storekeeper who is 
an expert in the narrow sense. He knows the name, drawing number, 
model, type and function of every detail in the store; he is quite at 
home with the micrometer, and is in every sense a practical storekeeper. 
Yet he is no organiser—the real principle of administration is not known 
to him, and consequently as the controlling head of a department, he 
is a failure. 


Detail and the Organiser 

This suggests a case for the duplex system of control, for it may be 
argued that the really brilliant organiser is very rarely the absolute 
master of detail. The plan upon which he works does not permit an 
exhaustive study of detail, neither should this be really necessary, seeing 
that his business is to get the best out of his subordinates rather than 
to do the job himself. If he applies himself to detail, he can do so much, 
and no more, than can another, and whilst engrossed in detail, obviously 
he cannot control. But if, on the other hand, the Stores Controller is a 
first class organiser—capable of managing the department, and at the 
same time possessing such knowledge of detail as to enable him to give 
a decision promptly at any moment, and also sufficient to keep him in 
touch with the day to day working of the department, whilst his chief 
assistant is an expert practical detail man, the combination would, in 
the writer’s opinion, constitute the ideal form of stores control. 

This is merely the application of the system at present prevailing 
in connection with the higher stage of factory management. The works 
manager obviously cannot handle all detail, neither is he an expert in 
every branch of the firm’s activities. First and foremost he is an 
organiser, and he deputes experts to handle the different branches. 
So his machining department is controlled by an expert machinist, 
who probably knows more of that particular work than does the works 
manager—the tool room is controlled by an expert tool maker, and so 
on. Following this course, the expert machinist, controlling the 
machining department, is not necessarily the best craftsman in the 
department, but he can organise that department better than can anyone 
else, for being an expert in that direction, he thoroughly understands 
the peculiarities and appreciates the possibilities of his calling. _ 

So with the store. The energies of the practical man must be directed 
along the right channel, in order to get maximum results, and that is 
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the store controller’s first and foremost duty. Each of his subordinates 
is “the right man in the right place,” each an expert in his own sphere 
of action—no “fetch-and-carry, do-this-and-do-that ’’ men. These 
are useful to a very limited extent only—and they cannot be termed 
efficient. The store system is thorough—and definite—and within that 
system each man has a definite part, he knows precisely what to do, 
how to do it, and when to do it. No matter in what capacity he is 
employed, he is taught to use his brains, and thus do his fair share of the 
work. Supervision is thus reduced to its minimum, and at the same 
time is more effective, seeing that more satisfaction 1s attained by each 
and all. 

The value of the material housed in the store suggests that every 
care should be taken in the selection of the personnel. The controller 
should be a man whose honesty and integrity is beyond question, and 
the same remark applies to the minor officials. The management must 
‘perforce trust the store controller, to a greater extent than any other 
official in the factory, and therefore the position should rank high, 
otherwise the right type of man is not attracted. Returning again to 
the staff, it would seem very bad policy for the store to be peopled with 
poorly paid officials, for the temptation to pilfer is in such circumstances 
almost too great to be resisted. 


Poor Pay Leads to Pilfering 


Yet even to-day the tendency is to employ lowly paid men in and 
about the store, and the strictest of watches will not altogether eliminate 
the chances for pilfermg. Not that it is suggested that the lower grade 
men are necessarily pilferers, but it may be said that the feeling of being 
unfairly treated conduces to little lapses which may have serious results. 
The remedy then is in the hands of the controller, for if he is in charge 
of a satisfied body of workers the chances are that he can trust them, 
and that their conduct will justify that trust. On the other hand, 
dissatisfied and discontented workers are prone to “take it out of the 
firm ” at every opportunity, and where do so many opportunities occur 
as in the store ? ' 

The store is the factory “ bank bolts, nuts, steel, and all other 
parts being so many pounds, shillings and pence. It cannot be treated 
lightly, for apart from the very high value of materials to-day, the fact 
that the efficiency of every department in the factory is dependent 
upon the store must suggest the necessity of keeping this latter depart- 
ment at concert pitch. Whilst there is money in the Bank of England 
the wheels of industry revolve, and whilst there is material in the store 
the factory “ carries on.” : 
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‘Purchasing Power” in [Theory and 
Practice 


By Pav. Erma, 
Fellow of the Royal Economic Society 


N the September issue of BUSINESS ORGANISATION AND MANAGEMENT, 
Mr. Spalding gave a lucid explanation of the depreciation of money 
and increase of cost of living as regarded from the point of view of the 
practical business man. However, there is another frequently repeated 
economic expression, closely connected with the above-mentioned ones, 
which was not dealt with in the article: the “ purchasing power ” of 
money. The war brought this expression—with so many others—from 
the terminology of economic theorists, into the use of the general public. 
Yet it gave rise to frequent misconceptions, like almost all those economic 
expressions which have been introduced into the general language by 
the war. It is, therefore, not superfluous to deal with the question 
what “ purchasing power ’’ means for the practical business man. 

For it is necessary to distinguish between the theoretical and prac- 
tical application of the expression. The omission of this distmction 
may be the source of many errors and misunderstandings. 

From a theoretical point of view, for instance, depreciation of the 
“ purchasing power ” of money is simply the inverse of the increase of 
average price level. Yet, even from a theoretical point of view, it is 
not an absolute notion. It may be comprehended in as many ways as 
the existing number of the methods for measurement of price levels. 
With these distinctions the general public have nothing to do. Thus, 
we do not propose to deal with them. Let us be content with the 
pointing out of the general theoretical definition, according to which 
“the depreciation of money is in inverse relation with the increase of 
price level,” t.e., if price level doubles, this means—in theoretical sense, 
of course—that ‘the ‘‘ purchasing power” of money has halved. 


Variations in “‘ Purchasing Power” of Individuals 
However, from a practical point of view, there is no such thing as 
a general price level, there are only individual prices. As it is well 
known, the fluctuation of particular prices differs substantially from 
that of the “ general price level” stated by economists and statists. 
There may exist only by chance one or two articles the prices of which 
have undergone, in a certain period, the same change as the average 
price level. The majority of the prices of particular commodities rise 
or fall either more or less than the general price level. This results in 
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a considerable difference in the “ purchasing power” of the money of 
individuals belonging to different classes, branches of occupation, etc. 

As soon as we start observing the question from the standpoint of. 
a practical man—-and the majority of the public consist of practical 
men—we have to perceive that the “ purchasing power ” of {1 sterling is 
not the same in the hands of the manufacturer and of his workman,, 
nor in the hands of the town inhabitant and of the village inhabitant, 
nor in the hands of a brain workman and of a manual workman. The 
manufacturer spends, naturally, a greater percentage of his income on 
luxury articles than his workman. Thus, if the prices of luxury articles 
increase more than those of the articles for primary necessities, the 
“purchasing power” of the manufacturer decreases more than that of his 
workman. 

The peasants produce a considerable part of the goods they consume, 
consequently, the increase of the prices of these products does not affect 
the “purchasing power” of their money. Thus, if the prices of agricultural 
products increase more than those of industrial articles, this means 
that the {1 of a town inhabitant has—in that particular respect—tost 
more from its former ‘purchasing power” than that of the village 
inhabitant. 

Brain workmen have to take care of their clothing which must not 
deteriorate beyond a certain limit. On the other hand, manual work- 
men have to feed better, in order to preserve their ability to work. 
Thus, if foodstuff prices rise more than clothing prices, the “ purchasing 
power” of the manual workman’s {1 decreases more than that of the 
brain workman, for he must spend a greater proportion of his income 
on foodstuffs than the latter. 


“Purchasing Power’’ ana Individual Habits 

Yet, even within the limits of the above outlined categories, there 
is no equality. The “purchasing power” of the money of particular 
individuals depends, on a large scale, on their individual habits. 

Let us take an example. The “purchasing power” of £1 is not the 
same in the hands of John and Tom, although they work in the same 
office and get the same salary, say, £5 weekly. They both spend £3 
to satisfy their primary necessities which do not differ essentially from 
each other. They spend the remaining {2 on enjoyment. In this 
regard there can hardly exist two individuals whose tastes are identical. 
In our example, John is a drinker and spends his remaining £2 on drink, 
while Tom is a regular visitor to theatres and spends his remaining £2 
on tickets. Let us suppose that the price of the usual beverages of 
John has increased by 150 per cent., those of theatre tickets by only 
50 per cent., while the average price of their articles of primary necessi- 
ties by 100 per cent. In this case, John needs {11 instead of £5, in order 
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to be able to continue his former manner of life, while Tom needs only 
£9. Thus, the £1 of John has lost more from its former “ purchasing 
power ” than that of Tom. Ofcourse, this is only a temporary situation, 
for the theatres can also decide, at any moment, an increase of another 
100 per cent., yet the difference may maintain itself for months or 
even for years. 

Thus, if the legislature of a country would accept a law, according 
to which the incomes of everybody should be regulated in accordance 
with the changes of the “ purchasing power” of money, this would be 
reasonable and just only from a theoretical viewpoint. In real life, 
the number of injustices caused by fluctuation of prices would not 
diminish, only their extent. 

For a practical man there cannot exist any other “ purchasing 
power ” than his individual one, which may differ quite considerably 
from the theoretical “purchasing power” of money. 
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“ Accurate costs cannot be arrived at unless a proper and reliable system of time-keeping 
is in operation.” 





Practical Costing 


J. ‘Time-Keeping for Cost 
By JANES ALLAN 


HE need for a Costing Department is now widely recognised by 

employers as necessary for the safety of their business. The 

Cost Accountants’ Department is now found at the beginning of a business 

and not at the end. Every effort should be made to keep the system as 

simple as possible, but it must be able to give reliable information 

promptly all the year round and not at the end of the year when it is of 
very little use. 

Keeping this essential requirement in view, the writer hopes to place 
before the readers of this magazine a series of short articles on up-to-date 
and practical business methods. 

As most of my readers will admit, we must be able to get accurate 
costs, and accurate costs cannot be arrived at unless a proper and reliable 
system of time-keeping is in operation which will show true returns as 
to actual time spent on each job or/and Order Number. In addition to 
the above, at the end of each day or week a comparison should be made 
with the books at the time office to ascertain if the total number of 
hours shown in their books agrees with the total number of hours re- 
corded as having been worked during the day or week and allocated 
against the job, etc., on which the workman has been employed. 

By adopting this procedure a very fine check is arrived at to ascer- 
tain if each workman, after having passed through the time office, goes 
direct to the job allocated to him and is at his post during the day. 
This means a minimum of idle time and will result in increased production 
in many cases. 

It is true, I will admit, that numerous systems are in operation 
to-day, but I ask how many of these arrive at the desired results ? 

For example, some workshops adopt the daily time card, others the 
weekly time card, both being left in the hands of the workman to make 
up, showing the time spent each day on every job done by him. In 
others, clock systems are in operation, card systems, one card, one job, 
one operation, but from the writer’s practical experience of these, not 
one of them arrives at the returns necessary for accurate costs. It has 
fallen to the writer to build up costs from the returns which were very 
unsatisfactory ; more so when comparisons were made. 

I am convinced that all of them fall short of the system which I 
advocate. 

To obtain the best results, a reliable time-keeper should go round 
the shop and see for himself when each workman starts every job and 
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when it is finished. The time-keeper is on the spot; therefore, he is 
able to go round in the morning and see for himself which jobs are 
started and the workmen doing them. He very soon becomes familiar 
with the operations (whether long or short), the jobs that are running, 
and knows which jobs require most of his attention. As a means of 
minimising the work of the time-keeper and preventing his having to 
ask the’ operator which job number he is working to (which in some 
instances means a stoppage of the machine or the worker having to stop 
the job he is at in order to give the required particulars, the “ tally ” 
shown on the opposite page has been found by the writer to be a means 
of obtaining the desired information. 


The Timekeeper’s “Tally ” 

The perforated part of the “tally,” after being completed, is sent 
to the time-keeper immediately the job is starting, so that he (irrespec- 
tive of seeing the “tally ” going round the shop with the job) knows 
which jobs are running. 

Should a drawing or sketch have to be sent to the operator it is 
desirable that the drawing or sketch should be attached to the “ tally.” 

The following rules are laid down and must be observed and carried 
out— 

(1) All jobs must be accompanied by a “ tally.” 

(2) No material must be accepted for inspection after an operation 
unless a “tally” accompanies the job. 

(3) No finished part material must be accepted into the finished 
part store unless accompanied by a “tally.” 

(4) No job must be accepted for despatch unless accompanied by a 
ec tally.” 

The classes of work which I shall make the “tally,” as it is shown, 
suited for, will be Sales Production Orders or material that is being 
made in batches of component parts which have to go through an inspec- 
tion department, either before each operation or before assembling ; 
e.g., the detail parts of motor-cars. 

In some classes of work, the value of the material is greater than the 
wages spent on it. Whether or not such is the case, the cost department 
requires to know the quantity and value of material actually used, and 
as the system is laid out not only as a check on the wages but as a 
check on all material used on the job (for production orders), I shall link 
up the material with the issuing of the “ tally.” 

All requisitions for production material must have printed ances 
running numerically, and should be made out and issued only to the 
store, by one individual who would be stationed either in the foreman’s 
office or in the progress department of the shop where all the work to 
be executed is planned out. 
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Upon receipt of all orders to be executed or started within a given 
period, a Production Stores Requisition (see below) would require to 
be made out and sent to the store fòr the storekeeper to prepare the 
material (if such preparation is necessary); or, if not in stock, to get 
same so as to be able to issue it immediately the job is ready to be 
started. . 

The Requisition shows what material is actually required for the job, 
so that no excess material is issued. One result of this is, that should 
any of a quantity of a batch be scrapped by the operator, he is short 
of material and must report it to his foreman. The foreman is thus 
able to see what is scrapped, and the operation at which it is scrapped. 


STORES REQUISITION. ING: innara 
(Raw MATERIAL.) 
pregas en arana Gad lee: Dalis eenas Meee mie, “aa 
To PE 
No. f . Store. 


AR PE fail the Tenis material and issue only in exchange for “' tally ” 
Pia the above number 


wae Signalure. 


Bin | Tally | Job | Part Description. Section. Qy. Rate. |} Value. 
No. | No. | No. | No. ead. 








Issued by— 
ihn atest . Storekeeper. Date 


The “tally ” is made out at the same time as the Requisition, but 
the former is issued only when the job is ready to start. The Requisition 
explains itself. The material can be issued only in exchange for a 
“ tally ” which the storekeeper completes and hands out with the material. 
Thus, immediately the job goes into the shop, the time-keeper has full 
details, and the Requisition showing the material issued is forwarded to 
the cost department after the storekeeper has completed his records 
relating to the issue of the material. 
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Now that the job has started in the shop, and a record is there as 
to the quantity of material issued against it, we shall go on to the duties 
of the time-keeper who is going round the shop. The ruling of the book 
which he has is shown below. 
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| SY 


The ruling of the book, of course, has to be altered according to the 
nature of the work, but the above headings will, more or less, suit the 
majority of engineering work, etc. 

The writing up of the book is arranged according to the location of 
the men in the shop, in order to save the time-keeper looking all over 
the book to get the sheet for the man whose time he is taking. From 
the “tally ” at the job all particulars are to be seen. “The time-keeper 
is on the shop floor all the time and sees, in a general way, all jobs starting. 
The letters “S” and “F” shown against each day, signify the time 
the job (“S”) starts and (“‘ F ”’) finishes. 

At the end of the day the time-keeper extends the total number of 
hours shown against each job. Ifa daily check with the time office is 
desirable, the total is there and can be used for that purpose. In most 
cases, however, a weekly comparison will suffice. The sheets, all being 
perforated, are torn out at the end of the week and arranged according 
to check numbers, so as to suit the books at the time office. Should 
differences arise, an inquiry is made as to how the differences occur. 

The arriving at the total wages paid and the desire to have a check 
with the wages books will be dealt with in the next article on the 
Allocation of Wages against all the respective jobs, and the abstracting 
of wages for cost purposes. 


(To be continued.) 
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System of Recording Travellers” Figures 


By ERNEST RIGBY 


en a firm’s representative may show at each half-yearly 
period that his returns are “up” on the corresponding period of 
the previous year, it must not be assumed that everything is satisfactory. 
Some wholesale houses have this opinion, nevertheless, and if a traveller’s 
figures show an upward tendency he is reckoned to be making progress. 
in the right direction. The danger in relying upon total figures in a 
house covering numerous departments, many of which show a higher or 
lower percentage of profit than another, must be obvious. Take a piece 
goods department which is possibly only expected to show, say, a 10 per 
cent. gross profit, against a fancy department which must show a 334 or 
even higher percentage of profit. It will be seen that if Jones representing 
Blank & Co., only does £2,000 for the fancy department against £4,000 
of Brown for the piece goods department, Jones doing the lesser trade will 
show the bigger actual profit for his frm. An instance of the unsatis- 
factory method of calculating a traveller’s value to his firm came under 
my notice at the beginning of 1919, when taking out travellers’ returns 
in order to calculate commission due to them. Each traveller was paid: 
a certain percentage where the trade done exceeded a certain amount. 
Each traveller was interviewed by the managing director previous to 
recommencing his journey. One representative named Smith had had a 
most successful journey, his figures being considerably in excess of any 
of the firm’s other representatives. He had been warmly congratulated 
by the managing director, and in addition had been the recipient of a 
“fat” cheque paid to him by the firm’s cashier. Jones, during his 
conversation with the managing director, made out that he was in his 
owh opinion the most successful traveller for the firm. “But how can 
you make that out, Mr. Jones,” answered the director, “ seeing that your 
figures are considerably below certain of our other representatives.” 
“ That may be,” said Jones, “‘ but when I speak of myself as being your 
most successful traveller, I do so on the assumption that I make the biggest 
profits for the firm.” “For instance,” he went on, “a fourth of my 
trade is done for... , mentioning a fancy department (which had to 
show the highest percentage of profit), and £4,000 of this trade is equal 
from the stand-point of actual profit to £10,000 for our . . . , (mentioning 
a department which had to show a much smaller percentage of profit). 
“ I think,” Jones went on, “if you are in a position to get out the figures 
showing the trade done by travellers for each Department, and at the 
same time calculating the average profits made, it will be found that my 
figures show a more satisfactory return to the firm than many of our 
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other representatives.” In my opinion, this is the only proper method 
of getting out the traveller’s value to his firm. It is not much satisfaction 
to a firm for a man to be doing a trade for, say, one or two departments 
which can show big figures, but on which only a very small profit is made. 
Further the tendency is for a traveller to push those lines which show 
big figures irrespective of whether or not they are very profitable, whereas 
the fancy departments which oftener require more selling, are neglected 
for the every-day lines. The managing director was able, but only after 
a considerable amount of trouble, to make anything like a test as suggested 
by Jones, but from the particulars obtained, he was convinced that the 
method then in existence of reckoning a traveller’s value to the firm 
solely on big total figures was altogether wrong, and a fresh scheme was 
drawn up whereby travellers’ commissions were calculated at a certain 
percentage on trade done for each department, according to the profit 
which had to be shown. For certain departments the commission allowed 
was sometimes twice as much as the commission allowed on others. 


The New System and its Value 


The necessary records for 1919 were made at very little additional 
trouble. As the entries were made in the day book, particulars of trade 
done were got out and entered on cards under each departmental heading. 
Each card was ruled to show each traveller’s returns for one month, 
and at the end of the twelve months’ period—on which the commissions 
were calculated—-each month’s total was transferred to a card to show 
the twelve month’s figures. 


Hesketh, Nicholson TOTAL. 
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This system was of considerable value, not only from the standpoint 
of showing a traveller’s worth to his firm in actual profit made, but each 
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buyer was enabled to watch day by day and week by week each traveller’s 
figures for his own department. If a certain section appeared to have 
been neglected this was at once noticed, and the traveller responsible 
written to for an explanation. 


Big Figures not always Best 


In fact, the representatives generally were not able to work—as some 
had done in the past—solely with the view of obtaining big figures, as 
they were well aware that each buyer had the traveller’s figures before 
them and would notice any neglect on their part. They had a further 
incentive, however, in having a higher rate of commission on the more 
profitable lines, and the general result of this system was increased profits 
for the house. 

The records showing total trade done were also kept on cards, so that 
in making a comparison at any time the corresponding period of any 
previous years could be more easily referred to. 





Fira. 2 


These were also summarised for a twelve months’ period, and at 
balance period the managing director would only have to ask for those 
cards which he required in making a comparison of each traveller’s ground. 
Having these records on cards enabled one to make easier reference than 
would have been the case if entered in a bound book. 


Q 
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Study your factory lay-out. Big improvements of great value can often be made without 
involving the expense of an entirely new building. 


Works Lay-Out and Design 


By H. T. Hupaas, M.Inst.C.H. 





Introduction 


Man of the businesses in this country have risen from small 
beginnings. One or two men have begun to make something 
or other in a very small way and with very little capital, in some existing 
building that has probably been selected rather for its cheapness and 
ready availability than for its suitability for the purpose for which it is 
used. As a result of their energy, enterprise, and the general excellence 
of their working, the business has increased, more machinery has been 
added and perhaps new buildings put up. The new buildings put up 
have necessarily had to be adapted to the site and to the existing buildings. 
To some extent the pioneers in these industries, on account of their 
shortness of capital and for other reasons, have been limited and bound 
by conventions that have grown up or that existed in their particular line. 
One result of the growth uncontrolled and unguided, or rather, controlled 
and guided by considerations that are foreign and perhaps inimical to 
the actual needs of the business, is that we find many manufactures are 
unsuitably housed. The work is very often carried out in buildings 
that have never been designed for the purpose to which they are put, 
and that the growth of the business has rendered inadequate, and 
improvements in methods have rendered obsolete. 

Both buildings and site having been selected, not exactly haphazard 
but not as site and buildings should be selected with only one thing in 
view, viz.: their suitability for the purpose for which they are used. 


Value of an Ideal Lay-out 


A great deal of thought and care and enterprise has becn used in 
improving machinery methods and processes of manufacture during 
recent years. This work has been very fruitful indeed, but this very 
fruitfulness has added to the difficulties of the situation already mentioned 
by increasing congestion and difficulty of handling and working. Great 
strides have been made in improving methods of transmitting and 
distributing power, and a great deal of this progress has been made 
within the lifetime of the vast majority of existing buildings. So that, 
generally speaking, the British manufacturer is suffering from a handicap 
which, notwithstanding the fact that it is in no way due to his carelessness, 
neglect, incompetence, or lack of enterprise, 1s a very serious handicap. 
Most of his competitors abroad have entered the business at a later 
_ date, and have been able to learn a good deal from him, whilst avoiding 
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some of the errors that he was unable to avoid. It is very seldom 
indeed, for example, that a manufacture is commenced in the United 
States without ample capital to purchase a site specially suitable for 
its purpose and to erect thereon buildings specially designed with the 
single view to their suitability for the manufactures, and to take advan- 
tage of all the latest and best methods and appliances for use in the 
industry. It will pay manufacturers in this country to study this whole 
position very carefully indeed, whether they are contemplating the 
laying out of a complete new home for their industry or not—it will 
be time and labour well spent to consider what would be an ideal layout 
for their factory. This ideal lay-out having been prepared, it will be 
possible to compare it with their existing lay-out to see how far, if at all, 
their existing works can be assimilated to the ideal works, and to form 
some kind of an estimate of the advantage of making this assimilation. 
In any case, the study that is proposed could not fail to result in some 
improvement of great value, even if it falls very far short of resulting in 
the building of an entirely new factory. 

For the purpose of this article then, it will be convenient to assume 
that it is proposed to establish a manufacturing concern, and that all 
the vital factors and statistics necessary have been obtained as the 
result of experience, as well as a detailed and expert knowledge of all the 
processes of manufacture, and of all the machinery that is required for 
carrying them out. It is assumed, for example, that the output of the 
proposed plant is fixed, and that it is known what it will cost to distribute 
this output as regards freight charges and packing costs. It is known 
what weight or bulk of raw material is required for this output and 
what are the sources from which this raw material can best be obtained. 
The value of the raw material per unit of output is known, and also the 
cost of labour and the cost of power per unit of output. 

There has been drawn up a complete list of manufacturing processes 
commencing with the writing of the works’ order and finishing with the 
invoicing of the delivered product. A complete list of machines, tools, 
and other plant for the carrying out of these processes is available, 
with the number of each item that will be required to produce that output. 

There has been assumed a sum of money that can be considered 
available for the purpose of acquiring the new site, putting up the new 
buildings, and completely equipping the factory with all the required 
machinery and handling appliances. 


What is our Problem 
With all this knowledge—what is our problem? It is to decide— 
(a) Which is the best district in which our factory or works, or, as 
the Americans say, “‘ our plant,” is to be located ? 
(b) Within that district to state our requirements as regards iis in 
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size, shape, and topography, and to decide of all available sites, which 
is the best. 

(c) To decide with the single view to the utility for the purpose under 
discussion what are the best kinds of buildings to put upon the site as 
regards size, shape, type, and method of construction, and how they 
are to be lighted, heated, and supplied with power. 

(d) To fix upon the positions of the machines within those buildings 
having in view the receiving of the material into the building, the handling 
of it through all the various processes, and the delivery of the finished 
product. 

(e) To decide in the same way how the buildings shall be placed on 
the site in order that the raw material may be conveniently and econom- 
ically received, if necessary, put into stock, and handled from the 
receiving point or from the warehouse to the various manufacturing 
processes—and the finished product, in turn, conveniently and 
expeditiously sent away to the markets, either by road, railway, or water. 

(f) Having made all these decisions and having obtained a plan that 
can be considered ideal, or approximately ideal, to get out a careful 
estimate of the cost of carrying it out and see how this estimate 
compares with the sum of money available—if it exceeds it, to decide 
whether the additional sum can be obtained or is worth while. If not, 
to decide what modification in the plan can be made with a view to 
bringing this cost within the sum available with a minimum loss of 
efficiency of working. 

The solution of this problem necessarily involves a careful considera- 
tion, amongst other things, of all available methods of handling materials, 
and a selection from amongst these methods of those that are most 
suitable for our purpose. 








Selection of Location 

Generally speaking, the thing to be kept in view, both in selecting the 
location and in selecting the site, are the proximity of the market, the 
proximity of the raw material supplies, the availability of suitable labour, 
and the availability of railway accommodation, road transport, and power 
supply. The influence each of these factors will have on the decision 
will vary according to the nature of the industry that is to be carried 
out—all of them must be carefully considered and allowed for. 

In some industries, it is possible to say at an early stage that one 
of these factors transcends all the others in importance to such an extent 
that the others can be relegated to a very secondary place—+.g., if the 
cost of labour in the finished product constitutes by far the greater 
proportion of cost, then obviously the obtaining of a good supply of 
suitable labour is the most important question, and it will be necessary 
either to locate the factory in a district where the right kind of labour 
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is readily available, or to create, in some district that does not already 
contain it, a suitable supply. This can be done and is done in certain 
cases by the provision of suitable and attractive housing accommodation 
for the workpeople, and generally by making the district an attractive 
place for the people we wish to employ to live and work in. 

In any case, even if the labour only forms a small proportion of the 
cost of the finished product, it must always be borne in mind that labour 
is essential, that the industry must be made attractive to the workers, 
and that, without happy and contented workers, it is impossible to 
carry on satisfactorily and economically any industry. 


Matters for Consideration 

The question as to whether it is better to locate the factory in close 
proximity to the markets, or in close proximity to the supplies of raw 
material, will depend on the relative values and weights of the raw 
material and of the finished product and the cost of transportation— 
this cost including, of course, for this purpose, the cost of packing and 
of handling. This can well betllustrated by taking a very extreme case— 
suppose if is desired to extract gold from an ore containing, say, three 
pennyweights of gold per ton of ore, nobody would ever think of establish- 
ing such a works as this anywhere but on the mine, because the finished 
product, viz., the bullion, is relatively so small in weight and bulk that 
its transportation will be insignificant, and, although the remarks made 
above with regard to labour still apply, this is one of the cases where the 
labour will have to be taken to the job instead of the job ‘being taken to. 
the labour. There is probably no case where this condition can be 
exactly reversed, that is to say—the finished product will always be less 
in weight and bulk than the raw material, but we might have a case 
where either the raw material is relatively insignificant when compared. 
with cost of labour, or where.the cost of labour is very low when compared. 
with the cost of raw material, or the raw material may come in almost 
equal quantities from two or more sources far distant from each other. 
It is assumed, therefore, that in deciding on the district in which the 
works is to be placed, we have proper statistics as to the source, cost and 
weight of raw material, the cost and weight of the finished product, the 
cost of labour per unit of manufacture, and full information as to the 
cost of transportation to and from any proposed district of raw material 
and finished product. 

In making the decision with this data before us, we shall necessarily 
have in view the probable trend of prices, both of raw material and the 
finished product, and the pela or possible. changes in the cost of 
transportation. 

In the ’same way, the relative poran of proper railway accommo- 
dation and road transport and power supply will vary with different 
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industries, It may be, for example, that in a particular case the location 
of the industry will be fixed solely by the proximity of supplies of fuel 
or power. An example of this (another extreme case) is the extraction 
plants of the Alurbinium Co., which are located in the neighbourhood of 
natural sources of power. Generally speaking, however, the presence or 
absence, of road and railway accommodation will not determine ‘ the 
location of the factory within these islands, and the long distance trans- 
mission of electric power by high tension lines has reached such a stage 
of development that the influence of this factor on the selection of the 
location will not usually, be a preponderating one. 


Selection of Site 


These selections are béing dealt with in the order in which they wil 
usually be made, but obviously the size of the site cannot be determined 
until the size and number of the buildings to be erected upon the site 
have been fixed, and these decisions, in turn, will depend upon the size 
and number of machines that they are to accommodate, as well as upon 
other considerations which will be mentioned later. Assuming, however, 
that an ideal lay-out has been prepared for the site, with the knowledge 
just mentioned, it will be easy to decide whether any available site is 
suitable for the purpose or not as regards size and shape. 

The character of the industry under consideration will decide whether 
it is essential that there should be actual railroad accommodation in 
the site. A comparison between two sites, one of which has direct 
railway access and the other has not, can always be made when the 
weight or volume of the daily output is known, because the cost of road 
haulage to the nearest railway goods station can be pretty closely 
estimated. l 

The general contour of the ground and the relative level between the 
ground and adjacent railways or roads will have a very important 
bearing upon the cost of carrying out the scheme. l 

In the same way, the presence of any streams in the neighbourhood 
that may overflow their banks and thus cause flooding will be an important 
consideration. If there is a good deal of filling to do, either to make 
the ground level or to raise its general level, so as to bring it nearer to 
rail or road level, or to raise it above flood level, there will be to consider, 
not only the cost of the filing, which may be very considerable on a 
large area, but also the additional cost for foundations which will have 
to be carried through the filling to solid ground. 

Other matters that require to be provided for are sewer connections 
for drainage purposes, water supply, supply of power, and, in some 
cases, a supply of gas. 

(To be continued.) 
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Collecting the Overdue Account 
New Ways of Solving an Old Problem 


By ALFRED 8. Moorn, M.Text.Inst. 


T is accredited to the manufacturer of a certain mustard, which has 
achieved world fame, that when asked how he reaped his wealth he 
invariably avowed that it was due not to the mustard actually consumed 
but to the infinite multitude of small portions purchased and left by 
dimers on their dinner plates. In like fashion, might it be asserted that 
there are many businesses which might be described as flourishing but 
for that formidable item, ‘‘ Debts owing to us,” on the credit side of 
the annual balance sheet. 
How is it possible to eliminate, or at least very considerably diminish, 
the amount represented by this description ? 


Wilful Debtors a Minimum 


Net cash trading may be possible in a few instances, but such concerns 
must assuredly be vastly in the minority. Further, too, any discerning 
business man with experience will admit that the percentage of people 
who deliberately attempt to evade payment of their bills is so small 
that losses from this quarter are practically a negligible quantity. In 
reality, it is not the dishonest but the careless and shiftless customer 
who is the real liability in credit accounts. Yet he or she merrily follows 
the usual bent of human nature in this sin of omission. Few people 
find paying bills agreeable, and, so long as the world is constituted as it 
is, most of us will continue to put off doing a disagreeable thing as long 
as possible. 


Opening Credit Accounts 


Quite so. The merchant will admit that these premises are more 
or less correct, yet the ever increasing amount of that omnipresent item, 
“Sundry Debtors,” continues to cause him anxiety and irritation. 
The item had a beginning, and just as a primary action unchecked 
becomes repeated until it develops into a habit, so the merchant must 
be cautious in first permitting a customer to be granted the advantage 
of a credit account. True, if he does not do so then a competing concern 
will and he loses the patronage not alone of the individual customer but 
of probably his circle of friends and acquaintances. Again, the customer 
may give a banker’s reference but those with banking accounts are 
often the most dilatory in making payments. It may be also, that 
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the customer is introduced by a respected fellow customer whose pay- 
ments are always prompt. Take the extravagant woman, for example, 
or the minor whose account has been guaranteed by a desirable customer, 
or the wealthy customer who refuses to pay any attention to statements, 
.through carelessness. All of these various cases are ones which try 
the patience of the merchant to the breaking point. He appreciates 
their patronage and desires to retain their friendship, but how is he ta 
get them to pay up pleasantly ? ` 

At the outset, as to opening accounts, it is an exceedingly fallacious 
policy for a merchant to handle his own credit. By doing so he usually 
finds it impossible to refuse the request for the opening of an account, 
or for undue extension on the part of unsatisfactory customers, without 
offending them. He cannot tactfully give the true reasons on which 
his refusal is based and as he is managing director, or it may be sole 
head, of the concern, any attempt to evade or dodge the issue is 
invariably debated and resented. 


A Credit Controller Valuable 


A very efficient remedy much practised by American business houses 
is to appoint a brainy and tactful woman employee to control the credit 
department. So when a subordinate of this class handles the credits 
she can always base her decisions by referring applicants to the definite 
policy of the concern and explain that she has no authority whatever 
to override or disobey these principles so laid down. 

However, let us suppose that it has been decided to permit the 
privilege of a credit account, then a good idea is to present the customer 
with a credit card bearing his, or her, name together with the trading 
conditions. The card should be so worded as to impress the recipient 
with the idea that he or she is a privileged and responsible person and 
simultaneously to advertise the concern’s standing. Prominent upon 
this card might be set forth an intimation similar to the following— 

“ We have pledged our credit on your credit. 

“ We are determined to meet our obligations promptly and honestly 
so we want your help in doing it. 

“ We respectfully urge our customers to remember that we cannot 
meet our obligations to others wnless you meet your obligations 
to us.” 

As a matter of fact, these notices neatly printed in red might be 
used as “ Reminders” affixed to accounts when sending them out. 
However, irrespective of their candour, it is possible that one month, 
two, or even three, will have transpired and the customer still remains 
indifferent apparently to his obligation. 

How, now, is the merchant to evoke the desired results without 
giving offence ? 
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Collection Agencies not Miracle Workers 


It may be confidently asserted that if the average merchant will go 
after his debtors in the right way, he will be surprised at the net 
result. 

In the end he usually resorts to the collection agency, or the lawyer. 
Yet neither of these agencies does anything which the merchant cannot 
do. The debt exists because the merchant pays more attention to 
selling than he does to collecting. The success of the solicitor or of 
the collection agency is based on the form letters used—not to any 
secret formula for securing the money honestly due to the merchant. 
‘ Remember also, that neither of these agencies cares whether the goodwill 
of the debtor is retained or not—yet this factor of goodwill is an asset 
` of value to any merchant, and the merchant can collect his bills and 
retain the goodwill of the debtor if he goes about the matter 
intelligently. Your friendly “ What’s-the-matter? Tll-help-you” 
attitude will not only get the money- but will retain.the friendship 
of the debtor. 


Make Your Letters Individualistic 


Much can be accomplished by follow-up letters, but care should be 
taken that the stereotyped circular idea of these should be avoided. 
' They could be prepared, of course, in quantity but the type and colour 
of ink shonld match with those indicating the name and address of the 
debtor. Further, the signature should be in the handwriting of the 
merchant himself. The aim in all cases should be that while avoiding 
any appearance of being duns they still prick sleeping consciences into 
wakefulness. 

One Boston shopkeeper tells how he has a series of five letters, grading 
up to straight directness which it is usually impossible to neglect. No. 1 
runs in this strain— 


DEAR Mr. So-AND-SO, 


{I am enclosing your account for last month which I expect you have 
overlooked. I sent you the regular statement on lst of the month but 
I know how busy we all are about this time and how hard ıt is to remember 
all the things we intended to do.. 


I hope you will be able to drop inta the store some day within the 
next couple of weeks as I have just got in a very attractive consignment 
of (here the goods the customer is interested in are mentioned) in 
which I feel sure you will be pleased. 


Faithfully Yours, 
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Often Brings Prompt Response 

The wealthy customer who fails to pay attention to statements 
because of carelessness is a trial and a problem. The usual collection 
letter would, no doubt, result in prompt payment at the expense of the 
offending customer’s patronage. 

There is one merchant who has solved this problem and the letters 
which he sends out are examples of careful phrasing that is effectual 
without arousing irritation. He writes— 


Your account with us now amounts to £34. We appreciate your 
extended patronage of our store. At this time we are trying to clear up 
all our accounts preparatory to a book-keeping change, and we would 


thank you very much to look up this account. We do not wish you to 
take this letter as a dun, but only as a reminder, and we know you will 
welcome it as much as we will your cheque for £34. 





In a large number of cases this letter has never failed to bring results 
without the loss of patronage. This merchant has an unusually large 
number of wealthy patrons. l 


Recovering Small Accounts 

A merchant once sent out a first collection letter of a series tò a 
number of debtors whose separate obligations were around 25s. each 
but failed to get satisfactory results. The second letter of the series was 
written with great care and was constructed in such manner that it 
almost read itself, gave no offence, and brought immediate and desirable 
action. Here is the letter which secured 85 per cent. results— 


Yes, another bill. 

You are tired of getting them. It costs us money to send them. 

Let’s save each other’a lot of trouble. Mail that check før 25s. 
TO-DAY. 


You will be saved more bother; we will be saved time and 
postage. 
Thank you. 





This Must Appeal 


Another letter written to cover a mixed field of small accounts is 
worth reproduction, though some firms of high repute may consider 
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its use as somewhat tnfra dig. Withal it is an exceptionally good letter 
and, I understand, one which has secured excellent results without 
offending tender susceptibilities. It reads— 


If I were a conductor on a street car, a guard on a passenger train, 
or a cashier at a ticket window, I wouldn’t ever have to ask for money. 

But I’m not. 

I’m just an ordinary store-keeper trying hard to get in the money 
for this store—money that (to De fan frank) should be coming in by itself. 


I have no uniform or badge with any special significance, such as 
the conductor’s or ticket taker’s, so I make my request by mail. 

Won’t you please let me wipe out the small amount due me, as 
explained in the enclosed statement ? Then I won't have to bother you 
any more. 





Note how attention is attracted and maintained, the very brief 
and unusual argument that is advanced, and the special appeal to the 
debtor to act. Certainly it is a letter which should not offend anyone. 
No wonder it has pulled. 

Finally the merchant should first be cautious in admitting the 
customer to credit privileges. Then to bring dilatory debtors to pay 
up, look ahead before you act. Be familiar with the collection law— 
know what you can do and how far you can go, when and where you 
can take the final steps for collections. Make examples of debtors who 
cheat. It will discourage others with a like aptitude who are only 
waiting an opportunity. In all cases try to get close to your man and 
make him feel that his debt is a matter between neighbours. Make 
him feel that you know his problems but impress upon him the advan- 
tages to be gained by paying the debt in question rather than the 
disadvantages in not paying it. Summed up, it means just this— 

Make your collection letters talk. 
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Another budget of good stories about business celebrilies, told tn Dr. EUis Powell’s 
inimitable style. 








Table Talk on Business Topics 


By Dr. Eiiis T. POWELL, 
Formerly Editor of the “ Financial News.” 


LA. month we were talking about the dangers of premature retire- 
ment from business, when rest swiftly becomes rust, and the 
voluntary dullness leads to decay and death. The late J. Pierpoint 
Morgan held this view about premature retirement, and never hesitated 
to express it with his usual explosive vigour. When he was past 70, 
he was asked by the son of an eminent father why he didn’t retire. 

“ When did your father retire ? ” asked Mr. Morgan, without looking 
up from his crowded desk. 

“Tn 1903.” 

“ When did he die?” 

“Oh, at the end of 1904.” 

“ Huh!” snapped Mr. Morgan, “if he had kept on working, he 
would have been alive still.” 

Mr. Morgan, by the way, was among the unapproachables of finance.’ 
I have interviewed him myself, and he was quite willing to undergo the 
ordeal whenever I applied it. If he had not been, access would have 
been all but impossible, for his entourage had the most peremptory 
orders on the subject. On one occasion, however, when the New York 
newspaper “boys” were dining in festive mood, my lamented col- 
league, the late Charles R. Brown, editor of the New York Journal of 
Commerce, avowed his belief that he could enter the Morgan sanctum 
in spite of the vigilant janitors. Scepticism was the order of the day, 
and finally the “ boys ”?” promised Brown the best dinner that money 
could buy if he could make good the faith that was in him. Some days 
of study and observation intervened; and then, without a moment’s 
warning to the subject of the experiment, Brown stood at Mr. Morgan’s 
elbow as the great financier bent over his desk. Morgan swung round 
like a tee-to-tum. 

“ What the are you doing here? How did you get in?” 

Of course, Morgan knew the identity of his visitor quite well. 
It was the apparition-like intrusion which perplexed him. Hence his 
peremptory query: “ How did you get in?” 

“Through the door, Mr. Morgan,” was the bland reply. “ The 
‘boys’ challenged me to get in unannounced, and here I am.” 

“ Get out, then, quick !” was the retort of the financier, and my 
colleague obeyed. He had achieved what every New York journalist 
regarded as the impossible, and he was satisfied. He had earned a 
“ slap-up ” dinner, and he got it. 
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Equivocal Baldness . 

There was a time, not so long ago, when baldness was the unmistakable 
sign of age. Now it is no longer a decisive test. The younger men, as 
young as 35, are frequently endowed with shiny craniums, thanks to 
their strenuous efforts to “ make good” under the midnight oil—or 
midnight filament, at all events. Half the successful young men of 
the day are bald, and a fortune awaits the producer of a genuine hair 
-tonic that will really do its work. In my early City days I worked with 
a colleague who was not only bald on the head but all over the body. 
He was uniquely qualified to imitate that ultra-conscientious actor who, 
when playing Othello, blacked the whole of his person, and not merely 
his face and neck. My colleague, however, wore a luxuriant auburn wig, 
so beautifully adjusted that only a select circle knew of his baldness. 
They supposed the auburn locks to be a natural crown of glory. In the 
middle of prolonged business negotiations, O’B. (for he was an Irishman) 
‘entered the board-room in a condition of furious protest against the other 
parties. 

“ As for ,’ said he, throwing his hat down on the board table, 
“as for , he will turn my hair grey before we get this busincss 
through.” . 

“ Wel, O’B.’’, replied the cynical chairman of directors, “ is a 
clever man, but if he can turn your hair grey he’s a d sight cleverer 
than we ever thought.” 


A City Ruse 


The irrepressible knack of reminiscence carries me furthér back to the 
irresponsible nineties of the last century, when things were laughed at 
that would not now be tolerated. Two brothers, in a large City business, 
were twins, so alike that even their own mother had mixed up their 
identities in their cradle days. One was bald, the other possessed a 
wonderful crop of sable locks. The former, believing himself grossly 
insulted by the City barber as bald as himself, swallowed his temper, and 
continued his patronage. In due course he insinuated his knowledge of 
a matchless hair tonic, far superior to anything on the bald barber’s 
shelves. Ultimately he exhibited a bottle thereof, and announced his 
intention of applying it to his cranium that night. He would let the 
barber see the result. Shortly afterwards he was personated, in the 
- barber’s chair by his brother, who paralysed the tonsorial artist by 
exhibiting the growth which had taken place under the influence of the 
tonic. The barber begged for a bottle of the “ stuff,” and received a 
supply of Brunswick black, which he vigorously applied the same evening 
to the vacant places in his head. But I had better leave the sequel to 
the reader’s imagination, and retrace my steps in the direction of more 
sober topics. 
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The Vogue of the Toy 

That abnormal “ streak,” of which we were talking last month, may 
possibly be the explanation of the element of playfulness, the love of 
utter relaxation, which characterises so many of the greatest business 
men of our time. I am not alluding to the antics of grandpa, playing 
bear with his grandchildren. He does this to amuse them: but when 
he hugs a twopenny toy, and plays with it in the privacy of his office, 
he is obviously bent upon individual gratification, and it is a fact that 
up to fifteen or twenty years ago, the best customers of ‘the pavement 
toy-vendors were the big business leaders of the City. As a privileged 
friend, having the entrée without the formalities, how often have I come 
upon some entrepreneur of the first calibre, not engaged upon the elabora- 
tion of a business campaign, but operating a Jumping Jack, or feverishly 
attempting the solution of a wire puzzle! JI have seen a millionaire 
chuckling over the movements of a monkey on a stick, so that one might 
have supposed his intellectual development arrested fifty years before, 
while physically the normal growth had gone on. In the heat of the old 
Home Rule controversy somebody brought to the City a toy known as 
the Orangeman’s Home Rule Drum. It was shaped like a small drum, 
about 6 inches in diameter. On one end was painted the coffin of Home 
Rule, with holes into which eight small nails fitted. This end was 
covered with glass, so that the nails could only be coaxed into the holes 
by a gentle tapping of the drum. Moreover the process of coaxing one 
nail into its place did frequently cause another to jump out. With 
patience, ten minutes sufficed as a rule to place the eight nails in the 
coffin, and one would have supposed that no serious person would want 
to do it again. But there—I have witnessed some of the most strenuous 
and distinguished figures in the financial world spending an hour or 
-more with this stupid toy, tapping all the nails into the coffin and then 
shaking them out to start again. Thank goodness, the wide vogue of 
golf has gone a long way towards abolishing these childish diversions. 
While golf is largely an excuse for walking in the open air, it does undoubt- 
edly compel sufficient intellectual exercise to take the mind of the golfer 
away from business cogitation, and that is precisely the function which 
the ideal recreation should fulfil for the busy man. 


A Modern Drake 


By the way, everybody knows the tale of Drake, interrupted in his 
game of bowls (the ancient golf, shall we say?) by news of the advent of 
the Armada. There was, he said, time to finish the game and beat the 
Spaniards. Golf has an equally picturesque episode, though I do not 
know that it has ever been rehearsed in detail. Some time before the 
war a great bank was in a position of some peril. Representations were 
made to the Prime Minister (then Mr. Asquith) and to the Chancellor of 
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the Exchequer (then Mr. Lloyd George) as to the gravity of the position. 
An urgent summons was despatched to the most distinguished banker 
of the time, who was ultimately discovered on the golf course. He read 
the letter, calmly finished his round, and then initiated the measures 
which averted a colossal catastrophe. The Drake episode has been 
embodied in a famous painting. Will the other ever be handed down 
to posterity in that fashion, I wonder ? 


Endowing Education 

Sir Basil Zaharoff, whose name has been prominent in various business 
associations recently, is, I believe, of Greek origin. He has very large 
interests in some of our most notable industrial enterprises, but eschews 
publicity and his name is consequently unfamiliar. I mention it only 
to make the point that he, like many other wealthy men, has bestowed 
large gifts upon our Universities, for the encouragement of higher educa- 
tion. In that policy he does not stand alone. For centuries it has 
been the practice of the wealthy business man to donate large funds for 
educational purposes. What a striking answer the fact affords to the 
familiar Socialist argument that the rich capitalists are anxious, above 
all things, to keep the mass of the population in ignorance! If they 
were they would not bestow large gifts upon educational institutions 
which every year become more democratic, and whose benefits are cer- 
tainly not restricted to the progeny of the rich. Take, for instance, the 
huge sums recently provided from business sources, for the establishment 
of a faculty of Commerce at London University, the most democratic 
seat of learning in the world, offering all its degrees, and all its privileges, 
without any distinction of class, or creed, or sex. Pass the test, and you 
get the degree, no matter what your social origin, or what your religious 
belief. If there were a desire on the part of capital to keep the people in 
ignorance, would this policy of enlightenment be pursued? The answer 
is, of course, that capital has everything to gain by the spread of know- 
ledge among the masses. Education is the bane of Socialism, but the 
stimulus of every wholesome business activity. Now and then, of course, 
you get a mushroom millionaire who fears the progress of the class whence 
he has sprung, while he vainly apes the manners of the caste to which 
he thinks he has attained. One such added a peerage to his pecuniary 
laurels, and did some “ war work.” On one occasion he had to be fetched 
to Downing Street, and a Government motor, driven by a lady volunteer 
who was also a viscountess, was sent to fetch him. Our nouveau riche, 
glancing at his handsome chauffeuse, gave lordly orders about the car. 

“Yes, sir,” answered the lady, with simple dignity. 

“I am generally called ‘my Lord,’”’ was the haughty remark. 

“And I am generally called ‘my Lady, ” retorted the chauffeuse, 
stung out of her undisclosed identity by the airs of the parvenu. ° 
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But it is not that type of man who endows chairs at Universities, and 
gives five figure donations to the establishment of new faculties. 


Wives for Business Men 

What a help a resourceful wife of that type must be, especially if her 
husband has to accommodate himself to the habits, the responsibilities, 
and the publicity of a new and high position! A whole marital philosophy 
might be written for the ambitious business man. He frequently marries 
early, and his vision seldom extends to the consideration of the place 
which his wife will occupy among possible eventualities. If he were wise 
he would try to envisage the future, when he may be among the great 
organisers, or the commercial magnates of the country, bound to enter- 
tain, possibly on a large scale. He would, if he were sagacious and pre- 
scient, look to the possibility of a political career, asking himself whether, 
if he go far and see Cabinet office within his reach, his intended wife can 
sustain the social obligations. Is there any chance that, if success 
conduct him to Olympian heights, the lady can shine as the centre of a 
salon, itself the nucleus of some of the most pusssant influences of the 
land? Or is she just competent for the modest domestic rőle to which — 
present circumstances confine her, and quite incapable of adjusting her- 
self to any distinction, not to say brilliance, in the surroundings? The 
replies to those questions, if they be posed and answered before the 
irrevocable step has been taken, may anticipate and prevent domestic 
tragedy, which at its best cripples a career, and at its worst conducts the 
parties to the portals of the Divorce Court. 


From Real Life ; 


Two examples, both of them from actual life, spring to my memory 
as I write. In the earliest years of what became a great public career, 
a young man wooed and won a pretty housemaid. Her prettiness was 
all she had. No experience, no education, no tact, could ever be invoked 
to make her other than what she was as domestic servant. As domestic 
she began: and her speech, her manners, her ideas, her conduct, remained 
for ever that of the domestic servant of the early seventies. As her ` 
husband rose from triumph to triumph, she fell further and further 
behind. He could not take her to dinner, nor yet to the theatre, much 
less to the brilliant social functions where he himself was the observed of 
all observers. She was more out of it than the bully-millionaire’s wife, 
in Ouida’s matchless novel, The Massarenes. Once, when affection over- 
bore prudence, and the wife appeared as hostess, a guest of high distinction 
paid a compliment to her husband. 

“I am sure he will go a long way in political life, Mrs. ——. We all 
expect to see him in the Cabinet.”’ 

“Yes, ’Arry’s a clever chap,” was the reply. “I ’ope to see him 
Primeer some day.” 
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Harry was not the name, but the slip—very, very palpable—had to 
do with an aspirate, and the rest of the utterance was Cockney to the - 
last accent. The agénized husband heard it all, and if a noose had been 
handy he might have ended his own career there and then, so utter was 
his abasement. 

I once told the story to a great American, ın the presence of his wife. 

“Tf I let you down lke that,” said she to her spouse, “ what would 
you do?” 

“ I should. go away, Helen,” replied the husband, “and you would 
never see me again in this world.” 


The Other Side of it 


I turn to the converse instance, far pleasanter in the tellmg. A clerk 
in a business house had duties in its warehouse once a week. There, 
amongst girls, he saw one who soon became the centre of his thoughts. 
He wooed, and won; and the twain, their income £200 a year at the 
outside, started the battle of life. The husband has passed from one 
achievement to another, and is to-day among the most successful business 
men of the country. His wife has never failed him at any stage of his 
career: and to-day, mistress of an establishment where the retainers are 
numbered by dozens, she plays her part flawlessly. She is an ideal 
hostess. It is her husband’s pride that he knows nearly everybody who 
` is making a mark upon our day and generation. They come in an inces- 
sant stream to his house: and never, in all their social experiences, do 
they find a more gracious‘hostess or an establishment that comes nearer 
clockwork in steady and noiseless running. The place is the perfection 
of dignified hospitality, and she who makes it so has just adapted herself, 
year after year, with unfailing skill and charm, to every change in the 
environment of herself and the man who won her years ago, by the offer 
of his heart and a share of £4 a week. - What a prize for a man to win I 


Currency Depreciation 
Talking about good catering, dinner for two at the price of 10,000 reis 
looks alarming, but only amounts to well under {1 at the present value 
of Brazilian currency. The Russian labourer gets 7,000 roubles a week, 
and is still in the depths of poverty, for sugar is 8,000 roubles the Ib: 
However, these modern conditions of depreciation have yet to redch the 
almost fathomless abyss of the American civil war. 
According to a well-authenticated story, a Southern soldier esd 
$80,000 for his comrade’s horse, but met with a refusal. 
. “ Give you $90,000 for him ? ” 
“No”? 
- “ Give you $100,000 ? ” 
“ Nothin’ doin’. Why, I just paid $120,000 to have him shod.” ` 
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“ Up-to-date firms in this country . . . have adopted psychalogical methods of staff 
selection with excellent results.’ 





Reviews 


The Measurement of Intelligence 


An explanation of and a complete guide for the use of the Stanford Revision and 
Extension of the Binet-Simon Intelligence Scale. By Lewis M.. TERMAN, 
Professor of Education, Leland Stanford Junior University. With an intro- 
duction by Professor J. J. FINDLAY, M.A., M.Ed. Price 7s. 6d. net. 


Test Material for the Measurement of Intelligence 


By Lewis M. TERMAN. Price 8s. 6d. net. (London: George C. Harrap & Co., Ltd., 
2 and 8 Portsmouth Street, Kingsway, W.0.) < 


DILETTANTE students of psychology are frequently heard to dismiss the subject 
with the disparaging remark, “ Well, it is only commonsense, after all.” It is to 
be feared that many business men will nse from a cursory perusal of this account 
of the use of the Binet-Simon intelligence scale with a similar comment. There 
1s a deceptive simplicity about most of these intelligence tests which renders abso- 
lutely necessary the caution that is given: “ In no case would it be justifiable 
to base important action or scientific conclusions upon the results of the inexpert 
examiner.” Let us not be misunderstood. In the hands of the trained examiner 
the value of the scale is altogether immeasurable, and the introductory chapter on 
“ The Uses of Intelligence Tests,” which furnishes some startling social facts and 
other data based on results obtained in the United States, is very painful and dis- 
turbing reading. It is evident that in educational matters we still grope in the 
dark. With very few exceptions, there is no scientific diagnosis and classification 
of the infinitely varied grades of intelligence in our schools, although the means is 
now available. As a result, feeble-minded and defective children are harassed and 
overstrained, while those of superior intelligence are as systematically retarded. 
Intelligence tests have demonstrated ‘‘ beyond any possibilty of doubt that the 
most important trait of at least 25 per cent. of our criminals is mental weakness.” 
It is undeniable that society is itself responsible for much of the abnormality for 
which individuals are unjustly punished, and is guilty of a criminal waste of genius. 
From the purely business standpoint alone, Professor Terman remarks : “ Industrial 
concerns doubtless suffer enormous losses from the employment of persons whose 
mental ability is not equal to the tasks they are expected to perform. The present 
methods of trying out new employees, transferring them to simpler and simpler 
jobs as their inefficiency becomes apparent, is wasteful and to a great extent unne- 
cessary. A cheaper and more satisfactory method would be to employ a psycho- 
logist to examine applicants for positions and to weed out the unfit. Any business 
employing as many as five hundred or a thousand workers, as, for example, a large 
department store, could save in this way several times the salary of a well-trained 
psychologist.” 

It is so far satisfactory to know that up-to-date firms in this country are coming 
to recognise the wisdom of this suggestion, and have adopted psychological methods 
of staff selection with excellent results. The well-known house of Selfridge is a 
pioneer in this direction, and that the idea is capable of enormous development with 
the -greatest advantage to both Capital and -Labour is no longer open to, doubt. 

While the greater part of this exceedingly interesting volume is devoted to an 
explanation of the various intelligence tests for children, the two final chapters 
describe a variety of standard methods of testing the intelligence of adults. Very 
little personal experiment is necessary to demonstrate the value of these tests, and 


335 





Business « Organisation -and : Management 





they afford convincing proof of the scope of the full Binet-Simon scale. Primarily 

intended for teachers, the book is full of valuable suggestion to thinking business 

men, and it is worthy of the careful study of every staff controller, g 
ASA. 


The Companies’ Diary and Agenda Book for 1921 


Edited by HERBERT W. JORDAN. 18 ins. by 8 ins., stiff boards. Price 5s. net. 
Jordan & Sons, Ltd., 116 and 117 Chancery Lane, W.0.2. 


With the present issue this indispensable desk book fo: the company secretary 
attains its thirty-eighth anniversary, a fact which renders further recommendation 
almost superfluous. Nevertheless, ıt may be well to remind the higher officials 
of public companies of some of the special features which make this almanack and 
diary of unique interest and value to them, These include, in addition to the diary—- 
a week at an opening—and over 100 pages for memoranda, a brief history of com- 
panies, voluminous notes on British company law and practice, colonial and foreign 
law and practice, stamp duties, and registration fees, etc., particulars of the annual 
returns of capital and members required, together with specimen forms for private 
and public companies, lists of the more important legal and commercial phrases, 
and a full summary of the postal regulations. Only the practising secretary can tell 
how often it is necessary to refer to such information in order to verify particular 
points, or how handy it is to have such a useful compilation always at his elbow 
in case of need. 


Cost Accounting Records for the Grocery 
and Allied Trades 


By E. W. Onartis. Price 2s. 6d. post free. Published by the Author at 
88 Leavesden Road, Watford, Herts. 
A handy brochure which explains in a concise, matter-of-fact style, without 
any pretence of hterary merit, a simple system of cost accounting for the grocer 
and general shopkeeper. 
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NOTES OF THE MONTH 


Dockers’ Solution for Unemployment 
AD an outcome of an important conference held recently between 
representatives of the dock labourers and the employers, there is 
every prospect that the casual labour system at the docks will be brought 
to an end. The employers have agreed to the dock labourers’ proposal 
that, in order to create a fund for unemployment pay, a fixed sum should 
be set aside for every ton of goods handled. A committee of employers 
and men’s representatives will work out the details of the scheme. Con- 
siderable public interest is taken in the scheme, which represents a serious 
attempt to solve the unemployment problem along lines that may well 
prove capable of application in a wider direction. Who shall say that 
this scheme may not provide a more direct route to the solution of 
unemployment than the arterial roads of the Government ? 


* x * 


Permanent Costings Department for Board of Trade 
The report on costings m Government departments, made by the 
Standing Committee on the Investigation of Prices, is noteworthy for 
its recommendation that a Permanent Costings Department under the 
Board of Trade should be established. It is proposed that the department 
be empowered to conduct surveys of the trade of the country, and to 
publish regularly statistical information on the subject of costs, profits 
and prices. The Committee is strongly of opinion that the publication 
of this information would be very beneficial to the industries ofthe country. 
It is also of opinion that the costing records held by Government depart- 
ments should be used as a basis for reports under the Profiteering Act, 
but that the names of individual firms be excluded from the reports. 
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The Industrial Clinic 


The United States Public Health Service includes a Department of 
Industrial Hygiene which is responsible for many ameliorations of factory 
conditions iù America. The chief aim of the Department is to make 
working conditions conform in every respect to the laws of health, and 
ït is sought to establish in every factory a medical service whose principal 
duty it is to keep the workers well instead of curing them when they are 
wi. Where these industrial clinics have been set up the time-keeping 
has greatly improved. Since the return of the deputation of cotton 
manufacturers from the States, some of these American ideas have found 
their way into various English schemes of welfare work. For example, 
the British Northrop Loom Company, Blackburn, in addition to providing a 
fully equipped canteen, library, savings bank, and recreative syllabus, have 
inaugurated a special medical service for the benefit of their employees. 

+ * * 


Interesting Experiment in Welfare Work 

Mr. Robert R. Hyde, director of the Industrial Welfare Society describes 
in the Bulletin of the Federation of British Industries, a novel develop- 
ment of welfare work in this country. In some parts of the Midlands 
great success has been obtained by firms who have introduced a system 
of week-ends for their employees. In order to inaugurate a similar 
scheme in the London area, the Society has purchased and equipped 
a disused brick-built, anti-aircraft station on the borders of London. 
Comfortable accommodation for forty persons is available, and it is 
hoped to transport by motor lorry parties of workers from the works 
gate or from some central meeting place on Saturday afternoon, board 
and lodge them and return them in time for work on Monday morning 
at an inclusive charge of from 12s. 6d. to 15s. per head. In some cases 
it has been found that men who have been working opposite to one another 
in a workshop for years had barely known each other’s name until 
the week-end scheme enabled them to get to know each other really 
thoroughly. The scheme promises well and firms desirous of taking 
advantage of the facilities offered for the purpose of giving their workers 
a change of air, or for holding an informal conference with the staff or 
works committee, or of using the place as a rest centre for ailing workers, 
are advised to apply to the office of the Society for further details. Despite 
the unsettled state of industry during the past four years, welfare work 
on the male side continues to make headway. In the shipbuilding trade 
most of the yards have now engaged one or more supervisors. In many 
of the largest steel and iron works active schemes of welfare work 
are in operation, while engineering, textile, food and other trades are all 
interested in the matter. ‘“‘ Welfare,” says Mr. Hyde, “is no longer the 
despised fad of a few monopolistic firms.” 
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A Warning to Investors 

There is a growing practice among certain financial houses of issuing 
on behalf of public companies attractively worded advertisements inviting 
subscriptions for new issues of capital. These advertisements are not 
prospectuses within the meaning of the Companies Acts, and they do 
not comply with the stringent regulations governing the form of a pro- 
spectus which have been deemed necessary by the legislature for the 
protection of the public. It is possible for essential information concern- 
ing the position of a company to be withheld from these advertisements, 
which offer a means of evading the provisions of the Companies Act, 
and investors should be on their guard. We hope to publish an article 
dealing with this important matter in an early issue. 


me * * 


The Best Working Day 

What is the best working day of the week in the factory ? The question 
is raised by the results of a series of tests made by the investigators 
of the Industrial Fatigue Research Board, according to which Thursday 
appears on the whole to be the day on which the workers give their 
biggest output. In one factory the output was registered over a period 
of 20 weeks. Graphs were made, and these show, says the Datly Chronicle, 
that the best results were obtained on Wednesdays and Thursdays, 
while on Saturday they were invariably poor. When doubled (to equalise ' 
the time) the Saturday’s result was often less than 75 per cent. of that 
obtained on other days. Amongst the less skilled workmen Thursday 
was found to be the best working day. An important conclusion reached 
by the Board is that the skilled workman is much more regular in his 
output than the unskilled. Some manufacturers recognising that the 
Saturday output is so low that it becomes unprofitable have already 
abandoned it, and their experience goes to show that the output does 
not fall to the same extent when Friday is the last day of the week. 


wk a 


* 

Output Value of Rest Pauses 

Another investigation of the Industrial Fatigue Research Board con- 
ducted on analogous lines proves that in certain cases a considerable 
increase in factory output can be obtained by regular rest pauses without 
the necessity of purchasing new machinery. Our contemporary gives 
the results of an interesting experiment conducted in a boot factory 
by Professor J. Loveday, one of the Boards’ official investigators. The 
experiment was confined to a team of six girl workers—one on each 
machine—-and they increased their output respectively 45, 34, 57, 39, 
43 and 75 per cent. A comfortable room, quiet and restful in colour 
was provided, and there the girls, when they came down from work, 
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were free to rest or occupy themselves with crochet or knitting. The 
girls went to the rest-room on arrival, and did not start work till 8. 
From then onwards the “rest ” was 20 minutes in the hour throughout 
the day. But for the difficulty of arranging further rest-rooms the plan 
would have been greatly extended. 


* * k 


Tackling the Human Problem 


The National Institute of Psychology and Physiology continues to 
make steady progress. It is receiving the enthusiastic support of some of 
the most progressive firms in the country, but further funds are needed in 
order to deal adequately with the urgent problems of industrial psychology, 
and the Institute seeks to enlist the sympathies of every enlightened. 
employer in its work. The Institute will co-operate with firms, Research 
Associations, and other bodies by advising when desired as to the best 
methods of dealing with the human problems that are constantly arising. 
It is in close co-operation with the Industrial Fatigue Research Board. 
Training courses are to be organised for welfare workers, and arrangements 
are in hand for securing the services of a number of trained psychologists 
who will carry out investigations under the guidance of the Scientific 
Committee, which includes some of the foremost scientists of the day. 
Abstracts of research, and the industrial application of the most up-to-date 
and reliable methods will be published in an official journal in non- 
technical language. In this way established scientufic data of the greatest 
value will be placed at the disposal of business men, and it should 
be noted that the advice of expert psychologists will be available to assist 
in solving many of the problems that concern managers at the present 
day. Temporary offices have been taken at 329 High Holborn, and 
the Secretary of the Institute, Dr. G. H. Miles, will be pleased to furnish 
particulars of its activities to any business man or firm interested in the 
work of applying the facts of psychology to industrial problems. 


$ * * 


F.B. I.’s Protest against the Taxation of Industry 
Business men will derive small satisfaction from the Premier’s recent 
speech to the members of the Federation of British Industries, and it 
is evident that there is little prospect of any immediate relief for manu- 
facturers and producers from the burden of special taxation under which 
British industry is staggering. With that delightful ingenuousness 
which is at once the despair and the admiration of his political opponents, 
Mr. Lloyd George, who cannot escape responsibility for the waste 
and extravagance of his post-war administration, appeared before 
the Federation in the rôle of a protagonist of economy—for other 
people—and solemnly exhorted the public, which in the present paralysis 
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of trade is everywhere feeling the pinch of hard times, to practise economy 
in its private expenditure! That the Prime Minister can be so utterly 
out of touch with existing conditions as this attitude implies does not 
seem possible. His eloquence so “carried away ” his hearers, as Sir 
Algernon Firth naively confessed, that little direct criticism of the ex- 
travagance of the Government was heard, and a splendid opportunity 
of bringing home to the Premier the true facts of the situation was lost. 
But next day, at a special conference of manufacturers’ associations 
affiliated to the Federation, the economists ‘came back” to reality, 
and voiced their protests plainly enough. 


x * * 


Wrongly Directed Criticism: A Stultifying Attitude 


It must be confessed, however, that the Conference, while perfectly 
unanimous upon the extravagance of the present Government policy, 
were not generally agreed upon the remedies, and though they condemned, 
strongly enough, the comparatively minor expenditure upon housing, 
education and public health, they were almost completely silent upon 
the glaring examples of squanderlust represented by our adventures in 
Mesopotamia and Russia. Mr. Bindon Scott set the tone of the Con- 
ference by declaring on behalf of the Federation that “it goes without 
saying that Excess Profits Duty must be buried, and with it must be in- 
terred the Corporation Tax,” The president, Mr. W. P. Rylands, who 
spoke in curiously apologetic vein, made the point that what was objected 
to was the taxation of industry qua industry, and te was concerned to 
emphasise that producers should not be invited to suggest an alternative 
to E.P.D. This appears a curiously stultifying attitude in view of the 
tremendous loss of revenue which would result to the Exchequer if the 
requirements of manufacturers are acceded to. In subsequent speeches 
some typical instances of Government extravagance were exposed, and 
may be commended to the attention of the “ very powerful committee ” 
on economy which the Premier has set up. Sir Charles Mandleberg 
pointed out that the staff at the Admiralty before the War numbered 
4,400; to-day it was well over 12,000, though the personnel of the Navy 
had been reduced by 13,000. Again, the new “regional organisation ” 
to replace the defunct food control committees, which is to have a staff 
of 2,000 strong, with a salary list of £412,000, is another illustration 
of the Government’s cynical disregard of the public’s call for economy. 
An omnibus resolution was eventually passed expressing the view that 
special direct taxation upon production is fundamentally unsound, and 
urging upon the Government the immediate withdrawal of the Excess 
Profits Duty and the Corporation Tax, together with drastic 
retrenchment in departmental and national policy. 
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The Feeling of the Gor 


Whatever weakness may be found in its expression, there is not the 
slightest doubt that very strong feeling exists among business men and 
the public generally over the continuance of Government gaspillage. 
In the very difficult conditions for British industry which now exist 
it is obvious that only by a policy of rigid national economy can disaster 
be avoided. The public are obliged to economise by virtue of necessity 
No stronger evidence of this fact is required than the slump in trade 
which reflects the general decline in demand. Producers, then, who are 
already taxed to the limit, have a right to demand that the Government 
shall show its appreciation of the real position by effecting without 
further delay the drastic economies that are so long overdue, and by 
adjusting its policy, both at home and abroad, to the true state of the 
country’s finances. 


* * * 


Mr. Asquith and the Priestman System of Co-operative 
Production 


Weighty support to the Priestman System of Co-operative Production 
. was given by Mr. Asquith at an important meeting of the Higher Produc- 
tion Council held last month. The Council, of which Sir Samuel Waring 
is president, and Mr. Ernest Benn chairman, has selected the Priestman 
scheme as a model and object lesson to manufacturers desirous of increas- 
ing output. Mr. Asquith laid down two fundamental propositions 
at the outset: (1) that the fundamental condition of reconstruction was 
a steady, progressive, continuous growth in the volume and rate of pro- 
duction ; and (2) that this growth must be brought about by a sysiem 
which secures that the resulting increase in wealth should be automatically 
shared by those who were concerned in its production, and should pro- 
gressively give employees a more living voice in the control of the common 
adventure. He explained in detail the principles of the Priestman scheme, 
and said that it seemed to him to have this great merit, that it advanced 
to whai was the real idea, an effective common control as to discipline, 
as to welfare, and in time as to industrial management and policy. He 
urged employers to recognise that by the adoption in some form or other 
of a collective bonus upon a collective output they would relieve them- 
selves of internal and domestic differences, and give a genuine stimulus 
to the conjoint working of all the men in their employ. Mr. Clynes also 
supported the scheme in an able speech, arguing cogently that the increase 
in commodities was of more benefit to the working classes than any other 
class. Scarcity did not diminish the capitalists’ prouts; it increased Po 

and put’ up the prices against the workers. ~ 
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Advertising and the Business Man 

Great are the uses of publicity, and there is evidently in this country 
a growing appreciation of them. Though Mr. Kellaway, head of the 
Department of Overseas Trade, described us as “the finest producers of 
goods in the world, and the worst salesmen,” the remarkable success of 
the International Advertising Exhibition at the White City last month 
gave little support to his dictum: All that British trade needed to-day 
was a tonic, he added. There was too much timidity and self-deprecia- 
tion. It may be said that there was very little evidence of either of these 
negative qualities among the advertisers’ agents. The visit of the King 
and Queen was significant of the great public interest aroused by the 
Exhibition, and the organisers, the Thirty Club, of London, are to be 
heartily congratulated upon their triumph. It is stated that more than 
a quarter of a million people visited the Exhibition during the week, and 
judging by the amount of actual business transacted, it may be assumed 
that a considerable proportion of these visitors were business men with 
a serious interest in advertising, who were not attracted merely by the 
prospect of winning a motor-car or a gramophone in the “lucky dip.” 
For the real clientéle of the publicity agent, the Exhibition provided a 
remarkable illustration of the growth and extent of advertising as a 
business in itself. There were many novel and effective ideas on view 
but greater emphasis could have been placed with advantage upon the 
profit-making, business-getting power of advertising. A dramatic 
illustration of actual increase of business turnover resulting directly from 
advertising, such as could have been furnished from a hundred businesses, 
would have proved infinitely more convincing to the potential advertiser 
than any one of the numerous exhibits of the merely technical side of 


publicity work. 
* * * 


Making Industrial History in South Wales 

Previous reference has been made in these Notes to the excellent work 
that is being carried on by Mr. Frederick Mills, J.P., D.L., Chairman of 
the Ebbw Vale Steel, Iron & Coal Co., Ltd. While the politicians bicker 
ad nauseam about the shibboleths of Protection and Free Trade, indus- 
trial history is being made by the Ebbw Vale Industrial Conference. 
This Conference, in which representatives of the workmen’s organisations. 
meet representatives of the employers at regular intervals on level terms 
in order to discuss matters of policy and detail arising out of the affairs 
of the Ebbw Vale Company, has already done work of inestimable value 
in preserving industrial peace in the South Wales iron and steel trade. 
Differences of opinion, which might easily develop into costly and embit- 
tered disputes, have been found capable of ready settlement by negotia- 
tion in the friendly atmosphere of the Conference. This policy of mutual 
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trust and confidence between employers and workmen was carried a 
big step further at the last meeting in circumstances-which are worthy of 
full description. 

Mr. Mills is gravely concerned about the price of steel. He realises 
that steel at round about £20 per ton is too high. It is an uneconomic 
price, which can easily be undercut by foreign competitors. He pointed 
out that since the War France has taken the place of Germany as our 
nearest and largest competitor in the steel trade. In a notable passage 
he said: i 


France has taken the German iron ore field in the Briey district, and France is 
now in a position to be the second largest steel manufacturing country in the world, 
and I don’t want anybody to go away with the impression that France must be 
ignored. All during the war I knew what was going on, because I knew that that 
was part of what France was fighting for. 


* * * 


The Present Position in the Steel Trade 


{mn these circumstances, Mr. Mills proposed a further step along the 
lines that he thought capital and labour ought to go. He added: 


I am going to invite you, that is to say, the iron and steel section of you, to 
nominate three or four of your number to confer with three or four of the men that 
matter on this side with a view to getting the cost of steel down. The cost of steel 
means, in round figures, the selling price, that is to say the cost plus profit is the 
selling price. We shall have nothing to hide from that Committee. I think it must 
be'a confidential Committee, that is to say, they are not to publish what they know, 
but we shall hide nothing from their side of the table. I said some months ago in 
public that steel at £25 a ton was much too high, and it would mean the shutting 
up of the market. Now, as far as I can judge at the present moment, what with the 
high price of steel, and the stoppage due to the coal strike, the markets are shut 
up. The cost of labour has jumped, as between 1912 and to-day, 2s. 4d. to 
14s. 1d. a ton. That is an enormous jump in wages. You at your end will say at 
once, ‘‘ Well, I have not got it; it has not gone into my pocket.” Probably; but 
that is what it costs to-day per ton. I could give you some other labour points; I 
could give you the Bessemer cost, and so forth, right the way through. ‘Traffic has 
gone from 1s. to 12s. 6d. a ton; somebody might say, if this was not an item of 
cost, that somebody was profiteering. 

Mr. Evan Davises.—lI should say so, too. 

Mr. Mitis.—-Now, you have the opportunity of getting—if you like to use the 
expression—-behind the scenes, and you shall be shown exactly how that 12s. 6d. 
has grown out of a ls. You will be told exactly how it has come about, and in 
round terms—-I want to use this expression without blaming anybody—there has 
been a continual and continuous demand for higher wages, shorter hours and less 
work. Numbers of people have been taken on, nobody has been dismissed, and I 
think the short story is, that whereas individual wages have not advanced in pro- 
portion with the figures that I give you, there are more men employed doing the 
same job; they are working shorter hours, and they are doing less work. 


® a 


+ 
Dificulties of British Manufacturers 
Mr. Mills went on to point out that as this country had to compete in 
the open market for iron and steel, it was impossible to go on like that. 
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It was a vital necessity that steel should come down. Whereas the selling 
price of British steel for sheets and tin plates is round about £20, French 
and’ German prices were {14 10s. He emphasised that there would have 
to be a difference in the weekly works output and in the cost per ton for 
labour, though in his judgment there was no reason why the individual 
earnings of those necessary for the manufacture of a ton of steel should 
not be as high as they are to-day. In conclusion, he asked, were they 
prepared to let the public know that so far as Ebbw Vale was concerned 
that labour is fit to govern. 

It is pleasant to be able to record that the workers’ representatives 
did not shirk the issue, and after a discussion of the startling facts alluded 
to by Mr. Mills, Mr. Evan Davies on their behalf undertook that four 
representatives should be selected to serve on the committee. The 
importance of this industrial experiment is undoubtedly of the first order, 
and business men generally, in addition to those specially concerned with 
the Steel Trade, will await the outcome of the meetings with the greatest 
interest. If output can be increased and cost per ton for labour reduced 
without decreasing wages, the experiment will have proved entirely 
successful, and Labour will have gone far to justify its insistent claim to 


a share in control. 
a + if 


Birmingham Firm and Unemployed Ex-Service Men 

In order to increase production and at the same time provide work for 
unemployed Ex-Service men, Messrs. Avery, the well-known Birmingham 
firm of weighing machine manufacturers, have introduced a double-shiit 
day in their factory. The ex-service men, who are reported to have 
already proved themselves very good workers, take on when the regular 
employees leave at 6 o’clock, and remain till 10.30. They also work on 
Saturday mornings, whereas the other regular employees finish on Fridays. 
Payment is based on night-shift ruling rates. 


* xk a 


Railwaymen Out for a Share in Control 

Another big struggle is foreshadowed by Mr. J. H. Thomas, M.P., who 
has drawn public attention to the railwaymen’s determination to secure 
a share in railway management. There are problems on the manage- 
ment side which, in Mr. Thomas’s opinion, it would be better for railway- 
men to know all about. They believe they can contribute something 
to efficient railway management, and by their experience do much to 
improve our transport system. He reminded his hearers that the Govern- 
ment a few months ago indicated in their White Paper that they réalised 
that the railwaymen ought to have a share in railway management, 
and he hoped the Government would understand that on this matter the 
railwaymen were absolutely united and determined. ` 
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Employees and Industrial Management 


That the railwaymen’s claim to a share in control will be fiercely 
contested is certain. Sir Frederick Banbury indicated the attitude 
of the Companies at a meeting of Great Northern shareholders, when he 
said that “if on the railways the principle is once accepted that the 
employees should have a voice in the management, it will spread to other 
industrial undertakings.” This dire prophecy would be more 
if the dreaded contingency were not already a fast accompli. The right of 
the workers to a share in control is an industrial principle already con- 
ceded, not only by the Government in the proposals of the Transport 
Ministry last June, but by great industrial concerns. The whole Co-part- 
nership movement, every Industrial Council, and every Works Committee 
attest this indubitable fact. Mr. Frederick Mills’s beau geste the other 
day, when he invited the workers of the Ebbw Vale Steel Company to 
send four representatives to join a committee of the Directors to discuss 
what measures should be taken to reduce the price of steel, was a tacit 
admission of the principle by the head of one of the biggest industrial 
organisations in the country. What is debatable is merely what measure 
of control, what degree of representation in the management it is desirable 
to give the workers at the present juncture. Little reflection is needed 
to show that the prosperity of the company which employs him is a matter 
of as vital concern to the worker as to the director : it is only a difference 
of degree. It is reasonable to suggest that the former’s practical experi- 
ence should enable him to contribute much that would be of great value 
to the common cause. It is a weakness of British industry that he has 
had very little encouragement up to the present, but there are signs 
that our leading business men are coming to realise that the goodwill of 
the employees is as essential to the lasting success of any commercial 
undertaking as the goodwill of the customers, that they should be freely 
recognised as co-workers, and not regarded merely as “hands,” and 
from this modern view-point it would seem that the railway directors, 
who have confirmed Sir Frederick Banbury’s statement of their attitude, 
are endeavouring to defend what is already an untenable position. 


$ * * 


An Acid Drop! 


Some day, perhaps, we shall distinguish between capital naa income 
and cease to regard the Disposals Board as a profitable revenue depart- 
ment merely on the ground that it sells off second-hand at reduced prices 
accumulations of stores for which another Government Department has 
paid with borrowed money.—S#r John Simon, K.C., at the annual siaalaid 
of the Chartered Accountants’ Siudents Society: 
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The Canadian Turnover Tax 

The possibility of the Canadian turnover or sales tax being adopted 
in this country as a substitute for the Excess Profits Duty is being seriously 
discussed by business men. The tax is added to the purchase price of all 
articles on which it is levied, stamps to the value of the amount paid being 
affixed by the retailer to the receipt given by him, and being cancelled 
by a perforating punch issued by the Government on loan. All down 
the chain from the manufacturer or importer, through the wholesaler and 
the retailer to the general public, the seller is responsible for collecting 
the tax from the buyer, and must account for each transaction. The 
various branches of industry and commerce are thus utilised as collectors, 
says The Times, and the final yield is handed over by the manufacturer 
or importer to the revenue officials. Canadians consider the sales tax 
a fair method of securing the extra revenue required, though they com- 
plain of the amount of clerical labour involved in making the necessary 
returns. It is pointed out that, while in the case of the Excess Profits 
Duty the consumer has no means of discovering what proportion of the 
price of an article represents the amount payable to the Government, 
the Canadian plan enables buyers to realise the exact amount of their 
direct contribution, apart from Customs duties, to the revenue in the 
case of every article they buy. A heavier tax is also imposed in Canada 
on articles classed as “ luxuries,” such as jewellery, and this is regarded 
with considerable irritation, as it is felt that the extra trouble of collection 
is not compensated by the additional revenue obtained. 


A Note About Ourselves 


Since the inception of BUSINESS ORGANISATION AND MANAGEMENT 
it has been our’ good fortune to receive many spontaneous expressions of 
appreciation of the style and quality of its literary contents. Numbers 
of our readers have been good enough to recommend the magazine to their 
friends, and have asked us to send them specimen copies. In this way 
we have been able to obtain many new subscribers. Such useful co-opera- 
tion is exceedingly gratifying, and the Editor takes this opportunity of 
thanking these well-wishers of the past, and of cordially inviting any other 
reader who would like to bring the magazine to the notice of his business 
friends to send their names and addresses to the publishers. Readers. 
are also heartily invited to give the Editor the benefit of their views on 
the style and format of the magazine, and the various articles contained 
in the present issue. BUSINESS ORGANISATION AND MANAGEMENT is 
intended to be a critical, advisory, and educative organ for the re- 
sponsible business man, and the fact that it has already built up such an 
excellent circulation is evidence that a considerable measure of success 
has been attained. Many of the best-known business firms of the country 
regularly subscribe to it for'the benefit of their staffs. At the-same time 
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we do not disguise from ourselves that certain improvements are possible, 
and it may be desirable, and we hope to give effect to some of them in the 
near future. No effort will be spared to make the magazine as attractive 
and helpful as possible to the business man in the present difficult con- 
ditions of trade and industry. There is nothing more helpful to an 
Editor with this end in view than the candid criticism and constructive 
suggestions of his readers, and we earnestly hope that our regular sub- 
scribers will not hesitate to respond to the pen invitation to write to 
us on the subject. 


New Uses for Liquid Air 


W EN air reaches a certain abnormally low temperature, produced 
by the use of a patent engineering plant, it turns to a liquid which 
boils at something lke—180 to 190 degrees C. As such it can be put 
to many uses, of which undermining rooted objects and blasting in stone 
quarries are the most notable. By ıtself, of course, it is not even inflam- 
mable ; but when cartridges made of a special carboniferous substance 
resembling sawdust are saturated by liquid air and an attached electric 
fuse is made to function the whole will act as an explosive as powerful 
as dynamıte, without having its many disadvantages. Though the 
employment of liquid air for such practical purposes is yet in its early 
stages, various other uses have been found for it with markedly successful 
results. For instance, it has been of great service in mine rescue work. 
After an explosion the air in a mine is rendered unbreathable, and oxygen 
is essential in large quantities for the preservation of life. With the 
liquid air apparatus about five times as much oxygen is available as with 
the compressed oxygen tubes originally used, although the complete 
apparatus when ready is, if anything, rather lighter, and owing to the 
liquid’s evaporation, it becomes lighter as work proceeds. This is also 
the case in aviation. Above a certain height, averaging 16,000 feet, the 
air is so rarefied that it needs supplementing by oxygen for respiratory 
purposes. Carried as liquid air, of which 70 or more per cent. is oxygen, 
the required gas involves a great saving in weight and capacity, which 
is of vital importance to an aeroplane’s limited load. A piece of rubber 
tubing dipped in liquid air becomes frozen so hard as temporarily to 
resemble enamel ware, and-it can be broken by a hammer quite easily. 
Metals treated in the same way and held in a gas jet may be observed 
to gather a coat of frost in a very short period. As the proceeding 
continues the coat will disappear altogether. Liquid air evaporates 
rapidly, and has to be conveyed from place to place in unsealed 
“thermos ”?” flasks; but when used for explosive purposes all chance 
of danger before the task begins is eliminated, for it can easily and most 
satisfactorily be prepared on the spot. 
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Master Minds in Business 
No. 1. THE RIGHT HON. R. MoKENNA 
A Personal Sketch 


By Dr. Exvuis T. POWELL 


OME few years ago a well-groomed figure, of the alert and yet 

rather ascetic type, began to be noticed wending its way westwards 
from the City, by way of the Embankment or Fleet Street, about the 
middle of the afternoon. There was almost invariably a light over- 
coat in the get-up, as well as an umbrella—sure signs of caution and 
circumspection. The silk hat was faultlessly brilliant, and poised at 
precisely the correct angle—unfailing indications of the man of figures, 
who is almost always a bit of a “ dandy.” The walk was light and 
quick (almost jaunty), while the head was erect and the eyes were 
always fronted—these, again, unerring demonstrations of a self-con- 
fidence which had carried the Unknown through many emergencies, 
and which, in his own opinion, were not likely to fail him in similar 
case again. Moreover, there was a glance in the eye which evidenced 
the man accustomed to wield authority. Finally, the general air of 
prosperity forbad the conjecture that this gentleman--whoever he 
might be—was walking because he could not afford to ride. Evidently 
he walked from choice: and hence the inference of a regard for his 
health and “ fitness,” rounding off the study of his habits and tempera- 
ment which other symptoms had prompted. The Unknown was Mr. 
McKenna, walking West after his daily lesson, at the closest possible 
quarters, in the methods of his distinguished tutor, the most capable 
banker of modern times, the late Sir Edward Holden. i 

The lines of this rough pen-portrait are at once understood when 
it is remembered that Mr. McKenna is an ex-Chancelor of the 
Exchequer, a brilliant ex-Parliamentarian (for Parliament will know 
him no more), and a man who has made financial history both in 
Downing Street and in the street where a famous Old Lady resides. 
As for his jaunty gait, that perhaps may be a problem to people who 
cannot retain it after they have left 50 behind. But Mr. McKenna is 
an ex-threequarter back, who at one time made quite a figure in 
' English football. Further exploits in that direction are doubtless 
ruled out by that restless meddler, Anno Domini; though somebody 
did start a City report that Mr. McKenna might play centre-forward 
in the Cup Tie this last year, and the tale raised visions of the fabulous 
gate-money which would be collected. 
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His Financial Mentor 


The secret of the succession to the headship of the London City and 
Midland Bank had been confided to a few intimate friends of the 
veteran Chairman. One of them, himself an accomplished student 
of finance, asked Sir Edward if he had discerned any possessor of 
capacity and experience sufficient to take his place, when at length the 
Inexorable Voice should call him hence. 

“ Yes,” said Sir Edward, “‘I have found the man, and his name is 
McKenna.” 

As soon as the succession was decided upon, Mr. McKenna became, 
in 1917, a director of the Bank. He began regularly to attend the 
head office and to be initiated into his preceptor’s modes of working. 
Such teaching, from such a source, was, of course, priceless. There 
was just one place in the world where it could be got, and that was 
at Sir Edward Holden’s elbow. And so it was that at last the veteran 
chief departed, working right to the very finish of his strenuous career. 
And— 


When in longed-for sleep at length 
That tireless heart had ease, 
Men saw his pupil’s dexterous strength 
The abandoned rudder serze. 
How firm the difficult helm he guides, 
How faithfully and well, 
Thro’ what wild storms, on what vexed tides, 


The passing years shall tell | 


Perhaps it was felicitous coincidence that fixed Mr. McKenna’s 
desk immediately under the fine oil painting of Sir Edward Holden, 
by Mr. W. A. Ouless, which is now one of the most treasured posses- 
sions of an institution which ought to be re-named as ‘‘ Holden’s Bank.” 
The picture is so lifelike that one almost expects the veteran to step 
from the frame with one of the well-remembered words of kindly greet- 
ing on his lips. Certainly it was an inspiration for Mr. McKenna to 
begin his gigantic task in such a felicitous environment. 

Except for their vast knowledge of practical finance, however, the 
late Chairman and his pupil had little in common. What Sir Edward 
Holden would have sought by the justifiable exercise of power, Mr. 
McKenna would seek to gain by diplomacy. The face of the one pro- 
claimed his masterful temperament: the other is suave to the finger 
tips. As I have told Mr. McKenna myself, he is the suaviter in modo, 
while his tutor was the fortiter in re. But the two temperaments simply 
stand for different ways of going to work, and Sir Edward would him- 
self have been the first to admit that occasionally.it is diplomacy rather 
than dominance which carries the day. 
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No American Business Methods 


Mr. McKenna possesses the knack of always seeming to be at 
leisure. “Do your business and get about your business” is a 
favourite motto on the wall of the American commercial office. Mr. 
McKenna would not tolerate such an offensive placard, save as a 
curiosity. His visitor is never embarrassed by the sense of intrusion 
upon a busy man, and by a consequent anxiety to shorten the interview 
as much as possible. On the contrary, he will soon be placed under 
the agreeable impression that there is really only one topic under the 
sun in which the ex-Chancellor is keenly and deeply interested, and 
that is the very topic which the caller has come to discuss. Whatever 
the subject, however advanced in the higher regions of economics or 
finance, Mr. McKenna is ready with clear-cut, lucid, penetrating opinion 
and exposition. When he has said his say, his hands, hitherto utilised 
in limited but telling gesture, will find their way to his pockets as he 
stands with his back to the fire, and proceeds to do a little interviewing 
on his own account. Having satisfied his visitor’s thirst for informa- 
tion, he endeavours also to satisfy his own; and what, after all, is more 
pleasant than to find an accomplished man of affairs deferentially 
asking what you think, and listening carefully while you put your own 
viewpoint before him? These are the methods that charm, and win 
for Mr. McKenna a circle of friends and admirers that becomes wider 
with every day that passes. 


At the Summit of Banking 

Mr. McKenna is not yet 60. He was born in 1863; educated at 
Trinity Hall, Cambridge; and practised for a brief period at the Bar. 
In 1895, however, he secured a foothold in politics in the shape of the 
North Monmouthshire seat, which he kept until 1918. Doubtless in 
other circumstances the loss would have been easily compensated in 
some other constituency, for ex-Chancellors of the Exchequer generally 
have seats found for them. But in 1919, the death of Sir Edward 
Holden placed Mr. McKenna in the position of having to elect between 
business and politics. He could not retain his active partisan rőle and 
be at the same time the chairman of a great joint-stock bank. Like 
the wise man he is, he decided to jettison the politics, and there is every 
reason to believe that the decision represented his final and complete 
severance from all participation in the partisan controversies of the day. 
It is true that from time to time, when the taps of political rumour are 
running dry, we are treated to the story that Mr. McKenna is return- 
ing to his old love. This legend has been trotted out at least four times 
since his assumption of the chairmanship of the Bank. On occasions, 
it has been vouched by the name of the constituency which was to form 
the avenue of Mr. McKenna’s return to Parliament. The present: writer, 
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commanding what he may justifiably call exceptional sources of informa- 
tion, would be far less astonished by a Cabinet proposal to restore the 
Heptarchy than by an authentic announcement that there was to be a 
change in the chairmanship of the London Joint City and Midland 
Bank in consequence of the charms of politics having vanquished the 
spell of the board-room and the bank-parlour. If people would only 
think seriously on the subject, the rumours would be received with the 
ridicule they deserve. Mr. McKenna is to-day at the summit of the 
banking profession. Technically his position is below that of the 
Governor of the Bank of England, but in range of authority and 
responsibility his is the greater office. And so far from its being 
dependent on the ebb and flow of electoral or Parliamentary opinion 
(as a political office would be), it ıs Mr. McKenna’s for life if he cares 
to keep it. Politics at best could yield Mr. McKenna only a single 
prize (the Premiership) of higher calibre than the Chancellorship, which 
he has already held. And it may be doubted whether, taken for all 
in all, the chairmanship of a mighty joint-stock bank does not offer 
opportunities of public work even more beneficent than those enjoyed 
by the first Minister of the Crown. 


A Remorseless Critic of the Government s Finance 

It will be understood, therefore, that as a critic of Government 
finance, Mr. McKenna speaks as the financial expert, and in no sense 
as a partisan intriguer. His rôle has been instantly and most appre- 
clatively welcomed. Himself an ex-Chancellor, he fully understands 
from actual experience how the national finances are managed. He is 
also in the most intimate touch with the mainsprings of business. 
He is not concerned only with the great commercial or industrial enter- 
prise that 1s financed by millions at a time. He knows also what are 
the sentiments of the tens of thousands of the smaller men who are 
among the clientéle of the London Joint City and Midland Bank. He 
was but voicing the united business sentiment of the country when he 
launched himself at Government waste, extravagance, and over-taxa- 
tion, at the dinner of the National Union of Manufacturers, held under 
the chairmanship of Mr. George Terrell, M.P., in June of last year. 
Sitting close to him at the head table, noting the remorseless logic of 
the razor-like, practical reasoning, and listening to the thunders of the 
applause with which a delighted audience punctuated the speech, the 
present writer instantly realised that it marked an epoch in the rela- 
tions between the business community and Government for the time 
being. They would no longer be as'clay in the hands of the potter. 
Men would analyse, criticise, and resist. To-day, six months after 
Mr. McKenna’s invigorating utterance, the business phalanx has become 
a formidable array, and means war upon all Governments, whatever. 
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their partisan pattern, who refuse their homage to wholesome ideals of 
retrenchment and economy in the closely allied arenas of taxation and 
expenditure. 


The Evils of Excessive Taxation 

Shortly put, Mr. McKenna believed then, as he pélievés now, that 
there is a definite limit to the taxation which a given business com- 
munity can bear without injury to its own welfare. He is convinced 
that this limit has been passed in the present financial policy of the 
Government, and that, unless drastic changes are made, disaster will 
inevitably supervene. Heavy taxation restricts enterprise. Further, 
in modern commercial practice, up to the beginning of the war, the 
extension of a business was frequently financed from its own surplus 
profits. Its improved equipment, keeping it up to date, came from the 
same source. Its reserve fund was in its own plant, so to speak. The 
savings of one year added to the capital of the next, and so the whole- 
some expansion went on, with benefit to the particular undertaking, 
to society, and to the Empire at large. But, nowadays, taxation 
impounds and destroys these surpluses, so that expansion is stopped, 
up-to-dateness rendered more and more difficult, and unemployment 
fostered in all directions. The masters of industry will not organise 
and work merely to meet the demands of the tax collector. 

To-day, as Mr. McKenna urges, the trader is being compelled to 
borrow in order to pay taxes. These loans, to put the matter tech- 
nically but simply, increase purchasing power without producing any 
increase in commodities. They help to inflate prices just in the same 
way as if the Government were the direct borrower. Finally, before 
the war we were saving annually about one-fourth of the entire national 
income, and bestowing it, as productive capital, m our own land and 
in all parts of the world. To-day we are forced to restrict our savings, 
with a resulting increase in the velocity of expenditure. This, again, 
neutralises the economic effect of increased production by keeping 
prices on the rise. There is only one remedy, and that is the imme- 
diate decrease of Government expenditure. So says Mr. McKenna, 
and he has the whole business community unanimously with him. 


Mr. McKenna’s Annual Financial Surveys 

Happily the ex-Chancellor has a unique pulpit from which he can 
periodically expound these views to an immense and influential audience. 
He has adopted his predecessor’s habit of delivering a considered and 
exhaustive pronouncement, with regard to the contemporary economic 
outlook, at the meetings of the shareholders of the great institution over 
which he presides. These addresses, always pitched on the highest 
level of incisive thought, are read the wide world over. For one thing, 
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they embody the most up-to-date facts and figures collected by accom- 
plished researchers. For another, they are just the surveys which the 
thinking citizen requires, to furnish him with information which he has 
no time to collect for himself, and at the same time to give him the 
“focus ” for the critical scrutiny of what is going on around him. In 
these addresses for which he has been responsible during his tenure of 
the chairmanship of the Bank, Mr. McKenna has exhibited a wonderful 
capacity for combining lucidity of exposition with a flawless scientific 
accuracy-—no easy thing where the topics include questions so abstruse 
as the currency imbroglio or the international exchanges. And yet, 
since these are among the most peremptory problems which have to be 
confronted and solved by the present generation, it is difficult to over- 
assess the value of clear and unbiased commentary from a source where 
theory and practice are equally well represented. In the process of 
world-readjustment upon which we are just entering, and which will 
probably occupy us for at least another quarter century, we shall want 
the ripest conclusions of the best minds to build upon, and we shall 
require them unwarped and untainted by any suspicion of partisan 
opportunism. For that reason the business community may well be 
thankful for the insight and the foresight that brought wide Ministerial 
experience into the financial hurly-burly, so that a blend of the know- 
ledge acquired from both sides should be at its service in these most 
critical days. 
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This statesmanlike article by the well-known Lancashire cotton manufacturer poinis 
the way to national prosperity in the New Year. 





The Outlook for Industry 


By Sm Cnartes W. Maoana, BART. 


How to Secure Prosperity in the Coming Year 
T industrial world during the second half of the year which has 
just closed has been disturbed by a variety of causes. It seems 
a fitting time at the present moment to ask ourselves how in the coming 
twelve months we may avoid the crises which have been a disturbing 
factor of the period of peace. A good deal of the bad trade and unem- 
ployment of the last few months arose from avoidable conditions, and 
it appears to me advisable here to review the factors, so that we may 
not repeat the mistakes in the year that is beginning. It has been 
the practice recently of uninformed writers in the popular press to speak 
of a coming slump in the prices of commodities. In particular, cotton 
has been singled out as most likely to experience a slump. I shall in 
this article, among other things, show why there is no reasonable grounds 
for hoping for any considerable fall in the prices of cotton manufactures, 
and would ask the reader to bear in mind that many of the arguments . 
used here apply with equal force to the products of other industries. 


The Cotton Trade and “ The Alleged Slump.” 


At the outset, it is important that one should not be misled by 
trifling reductions of price which have taken place here and there. For 
these there were special reasons. They were not, as I shall show, war- 
ranted by the general situation of the industry, and until they are so 
warranted it is impossible that there should be any fall in prices on a 
considerable scale. The situation on the American markets, where 
occasional spectacular movements of prices have been sensationally 
written up in the Press, has not been rightly understood. In the first 
place, the cheapness of raw cotton is a desirable thing only within proper 
limits. For a very short time, middling American cotton, which is the 
basis of the market quotations, stood at the equivalent of 8d. per 1b. in 
the United States, although here owing to the adverse Exchange it was 
considerably dearer. Eightpence now is not equal to fourpence before 
the war, and since it had been demonstrated that fourpence pre-war was 
far from adequate to remunerate the planter, it is quite clear that eight- 
pence now would be an unprofitable figure. Consequently, it was 
actually a good thing for the cotton industry that the raw material did 
not long remain at that figure in the United States, because no planter 
can afford to produce at a loss ; and if cotton proves to be an unremunera- 
tive crop the planter will not continue to grow it. It must be borne in 
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mind that while the cotton spinner and the cotton manufacturer can only 
spin and weave cotton the planter may turn his land to a dozen other 
uses. That would mean greater scarcity in the raw material in the 
future and consequently enhanced prices, and the world would eventually 
be the poorer. In my capacity of President for eleven years of the 
International Cotton Federation I had very frequently to combat the 
notion that any long-standing benefit could be gained by forcing the 
price of the raw material below a reasonable limit, and it was only when 
I got a general realisation of the interdependence of the whole industry— 
that is, of growers, spinners, manufacturers and merchants—that 
progress could be made. What is detrimental to the planter is bad 
for the whole industry, and the manufacturer and spinner cannot swim 
if he sinks, just as he cannot carry on without their aid. 


Misleading Market Reports 

The figures given in the Press concerning the raw cotton markets are, 
moreover, totally misleading to anyone having only a casual acquaintance 
with market reports. In our raw cotton markets there is a system of 
‘points on,” which means graded additions to the price according to 
the quality of the raw material. The English cotton industry requires 
the finer qualities in greater proportion than any other nation, and 
therefore pays in the mass at a higher rate for its raw cotton. Yet 
these “ points on ’’ do not appear in the American market reports. This 
is only one of the pitfalls for the uninitiated in reading what the public 
Press records concerning the raw cotton markets. It is no unusual 
thing, for instance, for a seemingly sensational drop in “futures” to be 
recorded, when actual cotton is going up; or, vice versa. The best rule 
for the public is to remember, in this matter, that any fall in prices is 
shouted forth with strong headlines, while increases are not given the 
same prominence; that violent fluctuations (which, as I have often 
shown, are bad for the industry) are fairly frequent on the raw cotton 
markets and often the gains and losses cancel each other out ; and that 
only by expert examination of the prices over a long period can the 
actual prices of the material be accurately gauged. 


Raw Material Only one Factor in Production 

Even were the price of the raw material to remain steadily at the 
lowest figures that would remunerate the planter, the raw cotton bought 
now would not and could not be through the many processes of manu- 
facture for six, nine, twelve or more months, according to the kind of 
fabric it is being turned into. You cannot clothe people in raw cotton. 
It must be made into cloth and time must be spent in transforming it. 
This illustrates the absurdity so frequently noticed where uninitiated 
people have talked as if a market fluctuation would be immediately 
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reflected in the prices of cloth. Again, the price of the raw material 
is only one of the factors in the ultimate cost of the manufactured goods. 
In what are known as “ grey goods ” it is a fairly important factor, 
but in goods of special classes and high finish it is relatively small. Some 
of these goods may have nearly a score of piocesses to go through, from 
the cotton bale to the finished article, and each process means expensive 
labour added to the cost of production. View this fact in relation to the 
price of the raw material, and it will at once be seen that the two may 
often be in conflict ; when one is decreasing the other may be increasing. 
That is precisely what has been happening during the past twelve 
months. While sometimes the raw cotton markets have weakened, 
the wages of all people engaged in its manufacture, and in each process 
of its manufacture, have gone up 30 per cent.—a factor which has very 
much more than counterbalanced the decreases that have taken place 
on the American markets. Further, all other factors concerned in the 
manufacture of cotton goods, have been increasingly costly, coal 
particularly. That very important commodity, since the miners’ strike 
resulted in increased wages, may be still more costly in the near future. 


Slump Talk: The Responsibility of the Press 


In view of the considerations I have here put forward, I hope it will 
be seen how unreasonable it is to talk about a slump in prices. Nothing 
could be more dangerous to the welfare of industry, and, therefore, it 
should at once be stopped. Our English newspapers go all over the 
world and are read by our customers in foreign lands. When they 
began to talk of a slump, cuttings from them were sent back by foreign 
` buyers who at once showed a decided tendency to hold off from pur- 
chasing goods they really needed. Worse than that, orders were can- 
celled. The effect of that policy is incalculable. Settlements in the 
cotton trade, between merchants, shippers, manufacturers, spinners 
and brokers, are at very short dates ; in some cases it is actually a case of 
“in at the back door with the goods and out at the front with the cash.” 
Consequently, it is of the most vital importance that goods ordered 
should be taken; otherwise you get them “ backing up ” on the hands 
of the seller, who must then have the largest resources if he is to meet 
his own commitments. Besides, his suppliers may enforce payment 
by legal methods, but what redress, except at infinite pains and cost, 
can he have against the purchaser abroad? Such a situation would be 
bad enough, were it the result of changes in the general economic situa- 
tion; but it is intolerable when created by uninformed newspaper 
comment. I therefore would urge on the Press the absolute necessity 
of making sure of the facts when writing upon great industrial and 
commercial matters. What I have herein said about the cotton industry 
is quite applicable to almost all our staple industries. 
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No Possibility of Immediate Pronounced Fall in Cost of 

Living 

The world situation, in my view, precludes the possibility of an 
immediate and pronounced fall in the cost of living. _ Five years of war 
starved the world of the goods it required in peace time, and there is not 
now in existence enough staple manufactures to satisfy the needs of the 
world. Concurrent with increases of wages, there has been a reduction 
of working hours in most great industries ; a fact which, in itself, means 
“increased cost of production. These are broad facts applicable to all 
staple industries. If we take that of cotton as an illustration, we find 
practically every factor in the world situation makes for higher prices, 
-possibly for higher prices than those now ruling. For what is the true 
position? It can most readily be stated under general heads: as 
folows— 


Broad Factors in the World Situation 

(1) A great deal of the world’s population is underclothed, and cotton 
manufactures are required in greater quantities than for many years 
past. 

(2) Machinery to make them is very scarce through loss during the war 
and from need of repairs. 

(3) Renewals of machinery are hard to get and when got cost 350 to 
400 per cent. more than in the pre-war era. 

(4) Production is less per operative by reason of the reduction of 
working hours from 554 to 48. This applies now to the great cotton 
manufacturing countries. 

(5) Wages and everything else involved in the running of industry 
have gone up enormously. 

Where, in that list of accepted facts, is there any encouragement for 
the view that the products of the industry will become cheaper ? 


The Government's Attitude to Industry 

Let us now glance at other aspects of industrial life with a view to 
learning lessons which will help us in the coming year. The two great 
needs in the industrial sphere are harmony between Capital and Labour 
and the fullest encouragement by the State of those who are developing 
our national resources. I have in a previous article in this magazine 
pointed out that the Government have not so far shown any great wisdom 
in regard’ to industry; they crippled it by the Excess Profits Duty— 
a purely war tax which ought long ago to have disappeared—and so 
put this country at a disadvantage in its export trade and its efforts to 
readjust itself to new conditions which had arisen owing to the war; 
and in other ways, particularly in interfering in disputes between em- 
ployer and employed, they intensified the difficulties which had to be 
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met. I have all along argued that the Government of the country 
should foster and encourage industry ; by which I mean, not that they 
should interfere in its administration, for that is better left to the wisdom 
of the practical men who control it, but that where they can they’should 
open up new fields for its activity and where men are ready to develop 
our undeveloped resources they should have every assistance the State 
can give. Instead of overtaxing industry in such a way as to prevent 
its expansion and limit its operations, let industry utilise its just gains 
in spreading its activities and multiplying its products. When the 
harvest of success has been garnered the State may rightly insist on its 
tithe, but only disaster can follow if the State continues to divert the 
productive agents before industry has the opportunity of re-establishing 
itself. We need, therefore, a new attitude of the State towards industry 
in the New Year. 


Let the Industrial Council Settle Trade Disputes 

We need, too, an end of disputes and strikes. Government waste 
and exactions and the untold losses caused by strikes are at the root of 
what is unsatisfactory in our industrial situation. Strikes mean loss of 
production, loss of wages to the workers, loss of revenue to the State. 
They bring gain to no one. In 1921 let us clear the ground of all stumb- 
ling-blocks to industrial peace. The best way to do it is to leave 
employers and employed to discuss and overcome their own difficulties, 
and to have as a final tribunal, where discussion fails, the Industrial 
Council of 1911, founded by the Government of that day upon my 
advocacy, which by its constitution would be an ideally impartial body, 
whose judgments each side could treat with respect. A further aid of 
incalculable possibilities for good would be to carry out the suggestion 
I made some time ago that any advances of wages in future which exceed 
what is necessary to bring wages up to pre-war rates should be given 
and accepted in the form of a monetary interest in the industry. I am 
glad that several great firms are already acting upon that suggestion, 
but I would like to see it carried out under a scheme where each industry 
would adopt it and act upon it as a whole. 
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The Clerk and His Future 


By Lr.-Cou. H. A. P. DISNEY, B.A., CANTAB. 


Efficiency of British and American Clerks Compared 


NE often hears it stated that the American worker works harder 
and puts more energy into his or her work than the Britisher. 
How this may be in the workshops and warehouses I leave to the 
judgment of engineers and merchants, but recently I have had some 
opportunity of comparing the state of affairs in the offices of one large 
firm with houses in London and New York and other-American cities. 
While not for one moment admitting that the average American clerk 
produces more efficient work than the average English clerk, I was cer- 
tainly forced to the conclusion that the former produced more and 
worked more rapidly individually than the latter. This made me wonder 
why it should be so, and I think it is difficult to be sure of the reason. 
In my opinion one has to go right to the root of our respective social 
organisations to arrive at the cause, 


Class Distinction in England 

Although some assert that the condition is fast disappearing, it 
is nevertheless still true that the different so-called classes are very 
sharply defined in England. In this country education varies to an 
enormous extent, and we get every grade from the man in the “ upper ” 
classes who has been through a good public school and one of the great 
universities, to the man who has had only the advantage of a government 
elementary education up to the age of fourteen years and has then gone" 
out to earn his living. The former expects to start more than half-way up 
the ladder while the latter never expects to reach higher than the middle 
rung—in the vast majority of cases his social position practically debars 
him from doing so. With us the office boy does not consider the position 
of Managing Director as a possibility for himself. He looks upon such 
positions as the property of so-called “ gentlemen ” or at least of those 
with money and influence. As a result—suppose our office boy to be 
keen, energetic and intelligent—-when he reaches a good position among 
his fellow clerks he loses the necessary incentive to strive for better 
things—the door is closed to him—~and is content to remain where he is, a 
faithful and invaluable servant of the company, but always a clerk. 
One of the results of this state of affairs is that our clerk becomes highly 
jealous of his position. He views all newcomers with suspicion. He 
fears to take responsibility, since by so doing he gains nothing. “I 
cannot go any higher, then why risk what I have got when I can just 
walk along to the Secretary’s office and get him to take the responsibility ” 
is, I am sure, often a thought in the minds of our senior clerks. 
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Equality of Opportunity in America 

Now in America we find a very different state of affairs. There 
are—in theory at any rate—no classes. All children get equally good 
education and it is possible for the son of a poor man to work his way 
through a university and pass out with the highest degree obtainable. 
When, however, a degree has been obtained the American graduate 
does not expect to start life half way up the ladder but is quite prepared 
to start on the bottom rung, for he knows full well that if he shows ability 
and energy there is nothing to prevent him occupying the President's 
chair in time. Thus office employees in the States never reach that 
position in which there is no incentive to further effort, with the result 
that there is every inducement to put their best efforts into their work. 
They are not suspicious of newcomers, for they take the line that, until 
there is someone trained and capable of taking on their job, they cannot 
themselves be spared to go up higher. 


Payment by Results with a Vengeance 


There is another contributing factor to greater speed in the office 
in the States and that is the extraordinary length to which payment by 
piece work is often carried—the typist is paid so much a line, the filing 
clerk so much for each paper filed, the checker so much for each ticket 
counted and so on. This undoubtedly tends to spur employees on to 
greater efforts, but not to the extent claimed by many. Which of the two 
national methods is the better is, I think, a very controversial question. 
There is much to be said for both systems and a good deal against. I 
am not competent to judge, but certainly the American seems the fairer 
to mankind in general. It is “ payment by results ” with a vengeance, 
but bringing mutual benefit to the efficient employer and employee alike. 
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Why the Government must Reduce Expenditure 


Mr. R. McKenna’s Views 


ASSUMING that the total national income is either spent on goods or is saved, 
price will vary with production, purchasing power, and the velocity of 
expenditure the rate at which the national income is spent. 

In the present state of the world, in almost every country excessive Government 
expenditure is the main factor in forcing up prices. When Governments meet 
their expenditure, however great it may be, by taxation, there is a current belief 
that the whole duty of man has been fulfilled. This belief 1s a profound delusion. 
Very heavy taxation will affect production injuriously, increase purchasing power, 
and raise the velocity of expenditure, and for all three reasons will tend to drive up 
prices. 

First, as to production, heavy taxation restricts enterprise. Again, in a pro- 
gressive undertaking, a considerable part of the profits every year is kept in the 
business. The savings of one year become capital in the next. Heavy taxation 
which impounds these savings deprives our commerce and industry of an essential 
condition of growth. 

As to purchasing power, most traders carry on business not merely with their 
own capital, but with the assistance of money borrowed from banks. Their loan 
requirements rise and fall in accordance with the seasonal demands of their trade, 
and are essential to its maintenance. If heavy demands are made upon traders 
for taxation, they are forced either to borrow more from their banks or-else to reduce, 
the volume of their business. It is a very common and, in many cases inevitable 
practice in present circumstances for traders to borrow from their banks in order to 
meet the demands of the tax collector, and these loans, which increase purchasing 
power without any corresponding increase in commodities, have precisely the same 
effect on prices as 1f the Government were itself the borrower. 

Heavy taxation has a no less powerful influence on the velocity of expenditure. 
Our practice as a nation before the war was to save about one-fourth of the whole 
national income. Apart from any taxes we have to pay, we can neither spend nor 
save as we did formerly. When now we have to meet the much higher demands of 
the State and local authorities, we are driven to restrict our savings still further. 
There is a great increase in the velocity of expenditure. This increased velocity has 
been the cause of the phenomenon which we have seen since the Armistice, that an 
increase of production has been accompanied by rapidly rising prices. 

If, concluded Mr. McKenna, we wish to check the rise in prices and bring about 
a condition of stable exchanges, Government expenditure in all countries must be 
reduced. All over the world, Governments are spending millions on protecting 
their country from what they believe to be the real dangers which threaten them. 
It may be impossible to cure inefficiency, want of method, and weak and foolish 
policy, but Governments can be relieved from the terror of foreign menace. We 
must look either to constant meetings between all the Powers to settle the inevitable 
and innumerable disputes which arise on every side, or we must live in a state of 
perpetual war. The instrument of the one alternative is the League of Nations; 
the instrument of the other is the huge machinery of armaments, the expenditure 
on which is no longer merely exhausting the world, but actually destroying it.— 
Mr. McKenna at the University of Manchester, ‘ Times” report. ` 
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The New Management 


By A. P. M. Frese, 0.B.E., M.So0., M.I.B.E. ; 
and J. G. Prarnos, B.Sc. (Hng.}, A.M.1.E.E. 


(This is the concluding article of the series, those entilled ‘‘ The New Management 
in the United States,” ‘“‘ The New Management in Great Britain,” and ‘ Factors 
in the New Management” having already appeared.) 


4. The Literature of the New Management 


Do the last few years the literature of industrial administration, 
comprising articles and books available for reference in printed form, 
has grown enormously, and the rate of production accelerates. Indeed, 
a very common criticism suggests that its extent appears to be entirely 
out of proportion to the actual work accomplished, and that many people 
now writing about efficiency subjects have little or none of that actual 
industrial experience in responsible positions which alone justifies the 
attempt to convey some of ıt to others. It is probable, in many cases, 
that the desire of an expert industrial administrator to communicate 
his experience is inversely proportional to the length of that experience, 
and few unqualified writers are prepared to exercise the restraint of the 
founder of the movement, who hesitated to pues some of his results 
after twenty years’ work. 

In some respects, however, the growth of an extensive literature 
is not to be deplored. It may be taken that it exists in response to a 
specific demand, and it is highly desirable that all those interested directly 
or indirectly in industry, that is the whole community, should have 
opportunities of exercising judgment as to the principles and practice 
of industrial administration. 


Expert Contributors 

The profound reactions of the opinions so created, taken in the 
aggregate, on industrial and social life places a very grave responsibility | 
on the shoulders of those who would contribute to the literature and it 
is therefore greatly to be desired that responsible successful industrial 
leaders, in spite of calls on their time, and of the inherent difficulties of 
adequate treatment, should endeavour to say briefly what their experi- 
encesare. Valuable experience can often be concentrated for the guidance 
of young people entering industry. It is sometimes considered that 
experience, business experience particularly, can only be gained in the 
school of practical life. If this were wholly true, progress of any kind 
would be impossible. It is because experience gained painfully and 
with great labour by one generation can be concentrated and taught in 
a shorter time to a new generation than the older one took to acquire it, 
that progress is made. In short, experience is gradually incorporated 
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into a common stock of knowledge which is utilised in the educational 
system in such a way that every man leaving school or college is better 
equipped to meet the problems he will have to face. Since the changes 
due to growth and development bring their own problems the process 
appears to be continuous. . 

It occasionally happens that 4 man who may be an expert in some 
particular phase of industrial administration may be an inarticulate 
speaker and somewhat ineffective as a writer, and such men undoubtedly 
require a sympathetic collaborator to interpret and record their experience. 
The tendency in industrial administration, however, is to concentrate 
responsibility more and more in the hands of the man who can make 
himself understood both in speech and writing without ambiguity and 
who is able to explain succinctly why his particular instruction should 
be carried out, for it is being recognised that industrial workers are more 
eficient when they are acquainted with the precise purpose of their 
work, sharing in the triumphs and obtaining valuable lessons from the 
disappointments. This permits them to use any natural ability and 
discretion they may have in deciding the way the work should be done 
or presented. On considerations of efficiency alone absolutism in industry 
is vanishing. “Do this, because I say so” is being replaced by “ Do 
this on these lines for these reasons in order that I may be able to so and 
so.” The consequence of this change is that the modern business man 
‘must express himself clearly, and many first-class business men can do 
so with a terseness and lucidity which may be the despair of professional 
journalists. 

In general, the extent to which specialisation is being carried on may 
result in many books being the work not of one but of several authors, 
each of which may be an expert in his particular line. If properly 
subordinated to the theme and carefully correlated and edited, such 
contributions may be of great importance. 

Finally, in considering literature of industrial management it should 
be borne in mind that while it is not difficult to state principles, applica- 
` tions, and methods it is distinctly so to indicate the nature of the per- 
sonality by which they may be made to succeed. Where matter is 
written by a successful administrator this is particularly important, 
as such a man is frequently much less conscious of the reasons for his 
success than are others. 

This factor of personality is, indeed, the most elusive factor to be 
dealt with in industrial administration. Its lack of recognition in some 
ways has been gravely detrimental to the scientific management move- 
ment. 'An efficiency expert may have the ability to get results; he 
puts a factory running at a loss in suitable condition, and in a short 
time it is as bad as ever because the management is continued by un- 
suitable men, Indeed, it is probable that the best plan in installing new 
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methods is to attach an expert with suitable ability and personal qualities 
to the permanent staff of the works, and not to employ him on a consulting 
basis. The factor of personality is conveniently disregarded by many 
proprietary institutions which profess to teach industrial management, 
efficiency, accountancy and the like, making it appear that the one thing 
requisite is knowledge, which can be acquired by anybody with intelli- 
gence. It is because British managers recognise the necessity for business 
personality that they appear conservative toward scientific management, 
for they do not commit the error of considering a diploma in industrial 
administration as a qualification for management. 


Existing Literature and Achievement Compared 


The paucity of achievement of scientific management, as judged by 
its literature, is due to several reasons. Undoubtedly very few firms 
have been organised and conducted throughout on an adequately recorded 
scientific basis. The American literature has not laid sufficient stress 
on the amount of work which requires to be done before this small number 
can be increased. The tendency has been to talk about what scientific 
management does rather than what it will do, ultimately. Furthermore, 
some of the classic examples of scientific management ın operation, such 
as the Midvale and Bethlehem Companies, are merely recognised as 
experiments which served the purpose of providing very necessary 
experience. In some cases the installation was never complete, in others 
a change of management caused a reversion to other methods. If all 
consulting efficiency experts were fully employed on organisation the 
number of works which would be influenced would still be quite small, 
and in the majority of cases those working on new methods are still 
in the experimental stage. Of the works which have been completely 
re-organised, in some cases either the expert or the management does not 
care to reveal to what extent the concern is indebted to the new methods. 
Furthermore, there are large numbers of firms which have found it 
convenient to adopt one or more of the features usually associated with 
scientific management, arising from a generally more widespread ac- 
quaintance with its principles, such as an employment department, or 
an adequate costing system. Many of these features are, indeed, much 
older than Taylorism, but the progress of scientific management is apt 
to be judged by the number of firms adopting it outright rather than by 
general progress in industrial organisation. Some firms which are 
managed and organised with a high degree of efficiency are not known 
outside their industries except in particular cases, such as the Ford 
Motor Co. In an existing firm, however, wholesale adoption is practically 
impossible. The organisation is largely determined by the personnel, 
which in the mass, seldom welcomes a revolutionary change. Indeed, 
even a small change in an existing organisation is accomplished only with 
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considerable difficulty, especially in Great Britain. If scientific manage- 
ment is to be regarded as an attitude of mind rather than a system of 
organisation, it will, perhaps, develop in this way by a slow process of 
permeation. 

- Hence, while the influence of new ideas or current practice may appear 
relatively slight, it is none the less ultimately certain. 


American Literature | 

As has been indicated in the first article, it is characteristic that 
scientific management should have been formulated in the United States, 
in which a rapidly expanding country with great natural resources, 
restless and ingenious native organisers unhampered by tradition, little 
skilled and a mass of unskilled immigrant labour all combined to produce 
the conditions satisfied by Taylorism. It is, perhaps, equally characteris- 
tic of American literature that it should contain so few classics in the 
science to which it gave birth. 

The fundamental American works most worthy of perusal are generally 
those which deal with principles rather than with applications. The best 
known are, of course, those by Taylor on Shop Management and the 
Principles of Scientific Management. Other widely read works have 
been written by Frank Gilbreth, H. L. Gantt, Harrington Emerson, 
and H. L. Hathaway. 

One of the most unfortunate ies of the American literature in 
bulk is discursiveness and the extent to which books overlap. Duplication 
is common on some phases which have been very thoroughly and fully 
treated, such as elementary time and motion study. Others have been 
scarcely treated at all, such as the relation of scientific management to 
the wider problems of education and social life, the purely economic 
and social aspects of scientific management, the considerations deter- 
mining the standard day rate of wages irrespective of methods of fixing 
bonus or premium rates, and the question of the human factor in industry. 

In reply to the charge of lack of humanity of Taylorism, it has been 
said that Taylor was a humane, kindly man who took due consideration 
of the human element as a matter of course, and did not, therefore, 
specifically mention it or make provision for it in his system. This is 
typical of the movement in the States, which is characterised on the one 
hand by an extravagance in welfare which is patronising, and therefore 
harmful to workers’ self respect, and wholly unnecessary, and on the 
other by compulsory adoption by workers of the “scientific ’’ aspects 
of scientific management without consideration of the broader human 
issues involved. Both extremes have helped to bring scientific manage- 
ment into disrepute, but undoubtedly the latter is the worse, because it 
cannot be too clearly emphasised that the whole object of scientific 
method in industry is to increase production and to enhance efficiency, 
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and that science is impersonal and can be employed to be either detri- 
mental or beneficial to the worker. If it is detrimental then the whole 
of the gain obtained by systematising is more than counterbalanced by 
loss of goodwill on the part of the worker, who may remain permanently 
antagonistic to any further progress. 

For the rest, the tendency in American literature is to over-elaborate 
methods of determining individual motions and times, and to enter into 
great refinement of detail while overlooking the simpler methods by 
which enormous increases in efficiency may be introduced by the creation 
of goodwill between employer and employed ; by a broader trade training 
as distinct from limited instruction in one process written on a standard 
sheet. Methods of procedure on the part of the workman in following 
his craft, the very thing which may well be left until last, have received 
more attention than methods of efficiently supplying him with material 
and tools. 

The tendency towards over-elaboration and refinement is evident 
in books and articles on classification and charting. On the assumption 
that an organisation most frequently grows round the personality of its 
founder rather than that an individual is found to fit into a preconceived 
organisation, it is generally difficult to represent a real existing organisa- 
tion on a chart. In the words of that broad-minded American, Mr. 
A. D. Little, “there is danger in an organisation-chart, danger that it 
may be mistaken for an organisation.” The classification which is a 
feature of many American works on scientific management is frequently 
redundant, and betrays that very lack of knowledge of the principles 
of classification, which, it is maintained, les at the basis of successful 
organisation. 


British Literature 

Since it is the essence of wisdom to take advantage of the experience 
of others, the growing British literature should endeavour to avoid all 
these difficulties, and yet take the fullest advantage of all the valuable 
constructive work done in the States. Only so can our serious handicap 
be minimised. Great advantage will accrue to students if the literature 
of scientific management can be built up by acknowledged experts, as 
the surest way to drive the work of inexperienced writers or quacks 
off the market is to place them in competition with serious works making 
a real contribution to the subject with which they deal. Furthermore, 
such books could, with advantage, be correlated so that there is no 
overlapping or redundancy, while allowing the fullest freedom of expression 
to opinions which differ. At the present time there is a tendency to 
produce books which, so far as contents are concerned, are extremely 
meagre. British contributions should be as solid and authoritative in 
industrial management as in any other branch of scientific work, and 
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these would command undoubted prestige on the Continent and in all 
industrial countries inthe Old World, in which American ideas and methods 
are even less easily assimilated than in Great Britain. 


Conclusion 

The comparison which has been drawn in the three previous articles 
between British and American industrial conditions will hold for some 
considerable time. There are, however, many indications that the natural 
resources: of the United States are in some cases approaching depletion, 
or that, at least, they will soon be largely required for home use, 
The obvious alternative source is the British Empire, and when the time 
arrives for the resources of the Empire to be exploited to a hitherto 
unrealised extent, the problems which will face British administrators 
wil be not dissimilar in character to, but incomparably greater in magni- 
tude than those which have confronted and which still confront industrial 
managers in the United States. 

There will be the same wealth of natural resources, and an equal 
temptation, means to resist which must be prepared, to exploit them for 
the benefit of the immediate future in a way which may result in 
premature exhaustion. 

The tendency towards industrial amalgamation will result in con- 
centration of production of articles in a few factories which are most 
favourably situated with regard’to transport, labour and raw material, 
to produce them economically. A growing cosmopolitanism will result 
in similar tastes and standards of living among a much wider range of 
people than has hitherto obtained. These two tendencies will result 
in a fairly homogeneous world-market which will encourage mass 
production and standardisation. 

Owing to economy in transport and low labour costs there will be a 
tendency to establish works in various parts of the Empire adjacent to 
raw material supplies, and this will necessitate the employment of native 
labour having a degree of intelligence much below even that of the 
illiterate European. 

Finally, the distance between sources of supply and consumption 
renders the transport problem for the Empire, considered as a unit, 
extremely difficult. 

Each of these conditions has its parallel, albeit on a much smaller 
scale, in the United States to-day, and their problems in a generation 
or so will be ours. While, therefore, present conditions in Great Britain 
differ fundamentally from those obtaining in America, British engineers 
and industrial administrators would do well to watch very carefully 
the way and especially the spirit, in which their problems affecting 


industry are dealt with. 
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In this article Major Pells outlines a valuable system for co-ordinating the work of the 
traveller with the head office organisation in order to secure the best results. 





_ System in the Sales Department 


By Mason E. A. PELLIS, R.E., A.M.I.E.E., M.S.M.A. 


T type of mentality which makes a first-rate salesman does not 
lend itself readily to the careful and systematic recording of facts. 
Therefore, sales managers find it a difficult matter to persuade the men 
on the road that it is essential to make a full and free use of their report 
forms. Especially is this the case when the man is working far from 
headquarters. It is much easier to write up a report when calling at the 
office daily, than when this onerous and usually unpalatable duty has 
to be done in the doubtful comfort of a country inn dignified with the 
name of hotel. 


The Traveller's Report Form 


For this reason, most up-to-date sales managers eliminate the hap- 
hazard report which is often simply a waste of time for he that reads 
as well as he that writes, by providing a report form upon which spaces 
are provided for the definite data that he requires reported. The drafting 
of this form must necessarily vary according to the type of business 
being handled and the pet ideas of the sales manager, but in a general 
sense provision must be made for the following information. 

Name of representative ; Town at; Date; Next address until date ; 
Calls made and results. In cases where orders are booked, all that is 
necessary, is to enter the traveller’s order number, and customer's order 
number, if any, as the remarks or special delivery instructions should 
invariably be entered on the order form and not on the report. This is 
important as the order form is the only document that is seen by the 
orders clerk, so that if these special instructions are included on the report, 
they are apt to get overlooked. 


The Most Important Entries 


Abortive calls are the most important entries, as these are mostly 
calls upon people who are potential customers and must be followed up 
with a systematic tenacity. The really first-class man appreciates how 
much his indoor colleagues can help him to open these accounts and at 
every call provides further powder and shot or particulars of the future 
customer’s most vulnerable points, so that the follow up clerk will know 
just the right kind of literature or letter to send along. The sales manager 
however, often finds that he has a very uphill job to convince his outdoor 
staff that the information he requests on his report form is to be used 
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so that ultimately the man who renders the report will be the person to 
derive the principle benefits in his commission account. 

In addition to the foregoing, every traveller should always be on the 
look-out for any piece of intelligence regarding the firm’s competitors’ 
activities. Here, again, the first-class man already appreciates that all 
the information he can get through to the firm is to his advantage as well 
as the firm’s, but there are young men and others who must be trained 
to see this, and every opportunity—at conferences, in “buck up” 
letters or personal chats—should be taken to convince them. of the im- 
portance of getting all possible information into their reports. I do not 
wish to imply by this, that they should sit up half the night and write 
voluminous reports on all and sundry, the report form should be drafted 
with a view to preventing verbosity, as a very few words can be made 
to express quite a lot. 

Each representative is provided with a duplicate writing book of 
report forms and his traveller’s order book, and it should hardly ever 
be necessary for him to use any other form of stationery in his communica- 
tions to the sales manager. So much for the representative’s side of the 
question, it now remains to be seen what happens on the arrival at the 
sales office of these reports and orders, 


Routine of a Sales Manager’s Office 


First the orders are sorted out and scrutinised by the sales manager 
or his assistant, they are then passed, together with any orders which 
may have arrived by post direct from customers, to the order clerk, who 
will, where necessary, add any essential information to that already on 
the orders. Where the order has come through one of the travellers 
this should be seldom necessary, but many orders which come direct 
from the customers, are, some lacking prices, some with inaccurate 
prices, whilst other optimists order a quantity of a certain article of which 
there may be forty varieties and prices, and the only clue to what is really 
required is a footnote saying: “as supplied by you two years ago.” 
Such posers are but part of the day’s routine of the order clerk, as part 
of his duty is to keep a card file, with a card for each customer, upon 
which is noted each order number, date, goods and prices paid, and by 
referring to his cards he can usually supply the missing data and ensure 
that a complete order is entered. This initial scrutiny by the order clerk 
is very valuable, and should be the means of preventing innumerable 
queries arising later on. 

The orders having been duly scrutinised and edited, are passed to 
the typists, who now type the particulars of each order on loose leaves, 
which are afterwards inserted in the day book, etc., usually three copies 
are made, one for the general office daybook, one for the works manager’s 
office, and the other for the stock room. After these are typed, they are 
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checked by the order clerk and scrutinised by the cashier or counting 
house representative, or sometimes by the sales manager or his assistants 
and, where necessary, an order may be placed in abeyance; in the case 
of a new account pending enquiry or the taking up of references, and 
in old accounts the clearing of existing debts. This is carried out by 
making out an abeyance slip which leaves in a book a counterfoul which 
must be used when the order is finally released, thus making it impossible, 
to overlook an order. This appears at first to be rather a minor point, 
but slackness in this may result in the loss of a good customer, and a 
customer lost is far more difficult to regain than to obtain in the first 
instance; it may happen that the traveller and sales department have 
been bombarding a potential customer and at last succeed in landing an 
order, this is perhaps placed in abeyance pending the taking up of refer- 
ences, and through an oversight not cleared when the said references 
prove satisfactory ; the new customer waiting for his goods could under- 
stand a few days delay, but when this runs into a longer period, becomes 
impatient and then upset with what he considers very cavalier treatment 
by a firm who have cajoled him into giving an order, he returns to his old 
suppliers and refuses to place further orders with a firm whom he considers 
cannot give their customers good delivery. 

The three copies of the orders having been distributed, a further link in 
the system must be forged, for the invoice clerk will shortly receive a slip 
from the stock room—a copy of which has gone to the warehouse with 
the goods—stating that certain goods in fulfilment of order number, etc., 
have been sent to the warehouse ; providing all other matters are correct, 
namely, the order is not in abeyance, it has not been marked delay 
delivery, or await goods from another department, he immediately issues 
a packing ticket, and at the same time a duplicate slip from which the 
typist will make out the actual invoice. This packing ticket, which 
contains information as to goods order number, name and address of 
customer, means of transport to be utilised and any other pertinent 
particulars, passes to the warehouse and constitutes the despatch clerk’s 
authority to release the goods. The duplicate slip from which the invoice 
is to be made out is, after passing through the hands of the invoice clerk 
and, where.such are employed, mechanical tabulator clerks, scrutinised 
by the sales manager or his assistant, as errors can often be noticed 
at, as it were, the eleventh hour, and nothing creates a feeling of distrust 
or dissatisfaction in the mind of a customer quicker than an incorrect 
invoice. The invoice slips having passed this scrutiny are now passed 
to the typists, after which the typed invoices are checked by the invoice 
clerk before posting. . 

As a safeguard against undue delay in the execution of orders, the 
invoice clerk renders to the sales manager a weekly return of all orders, 
which have been in hand over seven days, this period would, of course, 
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be varied according to the type of trade; this enables the sales manager 
to take up the matter with the factory, and to write apologetic letters 
to the customers concerned. 


Treatment of Travellers’ Reports 


Having seen how the orders are ensured the attention due to them, 
we can now turn to the travellers’ reports and follow out how they are 
dealt with. 

The sales manager carefully reads through these and during his 
reading makes many notes for future action, for it is through these 
to a great extent that he is able to keep his hand on the pulse of the 
market, and the determination of what steps he may take is often 
arrived at after he has looked through the travellers’ reports. 

He will himself usually deal with the abortive calls on firms of im- 
portance as well as the orders which appear to demand his personal 
attention. The action to be taken by his subordinates or his own action 
he duly notes briefly in the margin. There may possibly be a number 
of form letters in use in the department, and then a note such as follows 
may be made in the margin: “Send letter No. 4 and folders B 2 and 
X 6,” This would convey to the member of the sales staff who keeps the 
card file of potential customers and dispatches all ordinary “ follow up ” 
letters, and generally controls the aggressive campaign, exactly what he 
has to do. 

The action to be taken having been noted in the margin, wherever 
necessary, the sales manager next turns his attention to the information 
regarding competitors, and extracts any information he wishes to make 
use of. He will also take note of any good selling idea that may be 
forwarded by a traveller, to be included in his next “ buck up” letter 
to the staff, or to be disseminated for general consumption. 

The reports are then passed to those concerned in entering the calls 
and taking the action as noted by the sales manager. 

It is impossible in this short article to cover all the various ramifica- 
tions of a sales department, but I have endeavoured to touch upon those 
points which crop up as between the outdoor representatives and the 
sales manager and the indoor staff. There is nothing to be gained by 
giving specimen forms, as it is much better for these to be drafted to 
fitthejob. Finally, it must be remembered that a sales manager requires 
infinite tact, sympathy, and wisdom, as well as system, to ensure the 
successful co-ordination of effort, without which no firm can be permanently 
successful, 
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A very lucid description of how the services of the banker may be utilised by the 
Importer to extend his trade. 





The Financing of Commerce 


By A. G. Svaa@ 
Of the London County Wesiminster & Parre Bank, Lid. 


2. The Import Trade 


HE subject of this second article provides greater scope for illustratin 
how the banker’s services can best be utilised for the financing o 
commercial transactions. 

Last month we reviewed the processes whereby the exporter drew 
drafts on clients abroad and handed them to his banker for collection 
or negotiation. To examine the effect of a similar transaction but from 
the other end, we will suppose that a merchant in London has contracted 
to buy goods from a firm in Stockholm, who consequently draw a draft, 
attach the required shipping documents to it, and hand all to their 
bankers, whether for collection or negotiation makes no difference this 
end; it is eventually sent to a London correspondent. The first intima- 
tion received by the English merchant is a call from a bank messenger 
who offers to hand over the documents against payment of the (sight) 
draft. If he is a trustworthy person, the messenger will be willing to 
leave the documents in his possession in order to give time to check the 
invoice, see that the insurance is fully covered, the bill of lading in order, 
etc., and a cheque is handed to the messenger when he calls later in the 
day. A draft drawn in sterling and at sight means nothmg lost in 
interest or in the exchange and, further, the London banker deducts 
his commission charges from the proceeds received before crediting the 
correspondent who remits the documents. The drawer suffers the loss 
of interest whilst the documents are on the journey, and also risks re- 
ceiving more or less of his own currency in exchange for the sterling 
draft. The moment payment is made the English trader has the bill of 
lading and can take possession of the consignment of goods as soon as 
the steamer arrives in port. If the draft had been in currency, the 
banker who undertakes the collection, expresses his willingness to accept 
sterling and, for the convenience of the drawee, states his rate of exchange 
and the sterling equivalent ; he sells the Kronor draft or buys sterling, 
therefore the rate of exchange he applies will be the day’s selling rate 
for cheques on Stockholm. The merchant could, if he wished, buy 
a Cheque in Kronor for the face value of the draft and hand it over in 
exchange for the documents, but this is needless trouble unless he is 
not satisfied with the rate applied by the presenting banker, and finds 
on enquiry that he can buy Kronor cheaper from another bank. Many 
drafts are drawn marked “ Payable with all banker’s charges,” t.e., 
the collecting banker’s commission has to be paid by the drawee 
instead of being deducted from the proceeds remitted to the drawer. 
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Again, when selling drafts for large amounts the drawer would be wise 
in having payment wired to him on the same day as it is received 
in London, so avoiding the loss of interest on the return journey. 
The collecting banker, thercfore, because he has to provide Kronor 
in Stockholm immediately, must apply a closer rate, +.¢e., sell less 
Kronor to the pound than if he remitted by mail of two or three 
days’ journey. Supposing the drawee to be not sufficiently well 
known to the presenting banker to permit the handing over of the docu- 
ments against a cheque, rather than take time and trouble getting the 
cheque marked for payment it would be easier to hand the draft back 
to the messenger after writing across it “ Payable at... Bank,” with 
the usual drawing signature underneath. The holder of the draft will 
then present 1t through the Clearing House to the banker designated who, 
seeing che drawee’s authorisation to pay, will honour the charge to the 
debit of the customer’s account. The documents can then be picked up 
at the banker’s late that night or early next morning. 

If a draft is drawn on a merchant “ after sight,” he should certainly 
arrange with the drawer that he is to be allowed to take possession of the 
documents against his acceptance only, so that he will have a reasonable 
chance of selling the relative merchandise and receiving in return from 
his customers sufficient funds to meet the accepted draft when it matures. 
A draft under consideration, we will suppose, is payable thirty days after 
sight; if the presenting banker has not already marked on the 
bill the “sighting date,” the acceptor had better do so himself, so 
he writes across the face of the bill “ Accepted, this Ist October, payable 
at... ,’ his banker’s; adding thirty clear days, Sundays and holidays 
included, we arrive at 3lst October, and, of course, taking advantage 
of the three days of grace allowed by English law, the maturity date, 
the day on which the full face value of the bill is payable, becomes 
3rd November. 

One month after sight means one full calendar month, f.e., Ist October 
to Ist November, and if the matwity date happens to fall on a Sunday, 
the draft is actually payable the previous Saturday. The Bills of Ex- 
change Act provides the necessary legal instructions as to when the 
banker is entitled to pay or present for payment, drafts which happen to 
fall due on a day when the bank is closed. But it is largely a matter of 
common sense, and a notice will be exhibited on the bank’s doors stating, 
for example, that bills falling due on Christmas Day are payable the 
day before, and on Boxing Day, the day after. Now, it will be very 
necessary for the acceptor to diarise the maturity date of the draft he 
has just accepted and keep that date before him in conjunction with his 
Cash Account, so that he will not be caught unawares with insufficient 
funds when it is presented for payment. 

If it should happen that all his balance of available funds has been 
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locked up in stock that has not been sold so quickly as expected, the 
acceptor had better visit his banker the day before the draft falls due, 
explain to him the exact situation, let him see that funds will be received 
in a few days time, and so persuade him to honour the acceptance even 
though the debit overdraws the (customer’s) account. Of course, the 
acceptor will have to pay overdraft interest, but the essential thing is to 
ensure that a piece of paper, to which he has put his name, will be honoured 
in full at the moment it is presented. It is far easier to explain to a 
banker in London than to a merchant in Stockholm the reasons for non- 
payment of a matured draft. Let the drawer know that his draft has 
been dishonoured and he straightway tends to magnify the incident into 
insolvency, and possibly roguery, with the inevitable conclusion that he 
will be most chary of doing further business. One of the finest eulogiums 
a trader can earn is: “ He always honours his obligations to the minute.” 
The expenses relative to a bill received for collection from abroad, such 
as stamps and banker’s charges are usually deducted by the collecting 
banker from the proceeds received from the drawee before they are 
credited to the foreign correspondent, and thus fall on the drawer, unless 
the bill is specially marked “ Payable for face amount plus all charges.” 


Rebate 

To decide whether it is more advisable to take up a draft under 
rebate of allow it to run its full course, is not possible unless the complete 
state of the acceptor’s financial position is known. At first sight it appears 
quite obvious that the utmost advantage should be taken of the fact that 
the banker is willing to accept payment at once, less interest for the re- 
maining number of days the draft has to run at a rate usually 4 per cent. 
above Bank Deposit Rate, ¢.e., now 54 per cent. Very few merchants 
are gaining anything like such a high rate of interest on their current 
accounts, and providing they have the available balance free, it is profit- 
able to withdraw low interest-bearing funds in order to obtain a deduction 
at a decidedly higher rate. But whether surplus cash can be more 
profitably employed in the purchasing of further stock or is necessary 
for the carrying on of his business is a matter on which each individual 
must make his own decision. The most advantageous methods of 
meeting drafts after sight in currency we propose to enumerate in a 
later section on Foreign Exchange. 


Documentary Credits 

We have seen that by stipulating that the foreigner should draw 
drafts against his consignments, the least loss of interest is sustained by the 
English merchant, and the banker is not required to put up any funds. 
But traders in foreign countries are showing a greater desire to have some 
intimation from a banker that good money is held at their disposal before 
they will proceed to effect shipment. Again, money isso “tight ” and 
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can be put to such great advantage that no one can afford to lose the use 
of liquid funds, and further, the security of even apparently quite sound 
concerns is likely to be seriously threatened by a sudden break on the 
market. The would-be importer required then by his seller to establish 
a credit has to persuade his banker to place the necessary amount at the 
disposal of the beneficiary on the condition, of course, that the terms of 
the credit are fulfilled. Under the heading of Imports there is more 
scope for showing how this can be done. 


Credits Opened in London 


We will presume that the terms of the contract between the buyer and 
seller have been settled, the description of the goods, sizes, shapes, 
weights, quality, and price, port of shipment and (more important) 
port of discharge, who will pay freight, who covers and pays for the 
insurance and other items according to the particular nature of the 
transaction, then the contract will conclude: “Terms, cash against 
(specified) documents by banker’s credit.” Should the credit be opened 
in London, the documents are only payable on presentation to the 
London banker, and the merchant will only be debited on the day they 
are received and handed over to him. His loss of interest, therefore, is 
no more than if a draft had been drawn on him and sent for collection 
quite apart from any credit. The seller, however, has a distinct advantage 
in that he receives from a London banker an assurance that his drafts will 
be honoured, and he ships his goods with absolute confidence. 

With that Letter of Credit he can go to his own banker and get his 
bills negotiated with little difficulty andincidentally receive a better rate, 
for the negotiating banker buys them with equal confidence, knowing 
them to be backed by a London banker’s guarantee. A London banker 
undertakes to honour drafts drawn within the terms of the credit on 
himself, or if drawn on his customer he guarantees the stability and good 
faith of the drawee, and in the event of a lapse on the part of that customer 
the banker would probably find it incumbent upon himself to carry out 
the terms of his undertaking, pay the draft from his own funds and 
recoup as much as possible by the sale of the goods, for which he would 
naturally retain the documents. The large Eastern banks are nowadays 
refusing to open credits for the negotiation of drafts to be drawn after 
sight on a private firm. Their point of view is that although there is no 
fear that the drafts will not be accepted, they have the English banker’s 
guarantee for that, nevertheless, once it is offered by them in the discount 
market there is nothing to show that it was drawn under a confirmed 
banker’s credit, and it is therefore valued as a “ Trade ” Bill only. They 
much prefer the draft to be drawn on a banker for, accepted by that banker, 
it becomes a “ Bank ” Bill and commands a better rate of discount. 

An essential difference between a credit opened in London and one 
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opened in the town of the shipper lies in the expiry date. When a foreign 
banker negotiates for his customer a draft drawn under a credit opened in 
London he must allow himself ample time for the remittance to reach 
the paying banker for, should there be an unforeseen delay in the post, 
he is liable to find that the draft is presented after the credit expired and 
payment refused for that reason. It is the business of the banker to 
make certain that the documents are jn order before he pays away the 
merchant’s funds, and there is this advantage that if they are not in 
order he can without much delay and expense communicate with his 
customer, and if the discrepancy is passable, obtain his authorisation 
to honour the drawing. By far the greater number of credits opened in 
London are in sterling. 


Credits Opened Abroad 

' [tis far more advantageous to the seller to have the credit opened 
in his own town, and he may even stipulate that his own banker should 
handle the transaction with the idea, perhaps, of showing his banker that 
he is doing business with reputable firms with sound financial backing. 
Should the beneficiary stipulate that the credit must be opened by a 
certain banker of his own town, the English merchant should instruct 
his banker accordingly. If no particular bank has been specified it is 
far better to leave the choice of an agent to our banker, as he will naturally 
decide on the one who he has found by experience will carry through 
the transaction most efficiently and cheaply. Although big London 
banks have a large number of correspondents, it is manifestly impossible 
for them to have accounts with every foreign bank and all their branches, 
neither can they arrange telegraphic keys and the authentication of 
signatures with every known banker. 

Therefore one special agent should not be required, if it is possible 
to avoid it, but rather the banker left to choose the correspondent most 
convenient to his existing arrangements. 

Instructions should commence by making it clear whether the credit 
is to be opened in London in favour of Mr. Blank, in Stockholm, or 
whether it is to be opened in favour of Mr. Blank “ through the medium 
of your agents in Stockholm.” Mr. Blank’s address should be inserted, 
unless he is very well known, as delay is caused and expense incurred 
by the foreign correspondent wiring back to London saying that he is 
unable to open the credit as the beneficiary is untraceable. A clause 
can be inserted, if desired, asking that beneficiary be advised of the credit 
opened in his favour, but it can be taken as a general rule that the great 
majority of bankers invariably send out a mail advice conta'ning full 
particulars of every credit they are asked to open. The necessity of 
cabling instructions must be decided by the relative urgency of the bus- 
iness and also the distance those instructions have totravel. For instance, 
it is almost waste of money cabling to Antwerp or Paris nowadays, 
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a letter containing full details reaches such cities almost as quickly and 
avoids the risk of possible mutilation of the wire or its incorrect inter- 
pretation owing to excessive abbreviation in the effort to reduce expense. 
On the other hand, to open a credit in Buenos Aires by mail means an 
interminable delay before the business is even set going. Of course, 
the foreign trader may rest on a sufficiently confidential basis to enable © 
him to commence operations on receipt of a cable intimating just barely 
that a credit is being established of which full particulars are being 
forwarded by mail. So that if a market is to be seized without delay 
or an advantageous price obtained by immediate delivery, in spite of the 
cost the credit must be cabled. 

Goods bought at a sterling price necessitate a sterling credit, and goods 
bought in foreign currency require the credit to be opened in that currency. 
It is not advisable to open sterling credits for goods priced in currency ; 
it can be done, but there is a possibility of confusion arising between the 
bankers as to who is to convert the currency paid out into sterling. 
There can be a considerable difference between the rate of exchange 
ruling on the day of payment (when the foreign banker converts) and ° 
on the day the documents arrive in London (when the London banker 
converts). Again, owing to a sudden alteration in the exchange it may be 
found that the value of a foreign currency has appreciated to such an 
extent that the credit has not been opened for a sufficiently large sterling 
amount. An estimation of the equivalent required falls short and pay- 
ment of the full amount demanded by the beneficiary is refused by the 
agent opening the credit. Unless a pro forma invoice has been received 
in advance, giving the exact amount that will be drawn, the credit should 
be opened for an approximate round amount, leaving a slight margin 
for contingencies. 

The word “about” preceding the amount of the credit is considered 
by most bankers to permit a margin of quite 5 per cent., so that 
if a merchant is not prepared to pay more than the sum stipulated he 
must use the words “up to” or “not exceeding.” The amount of the 
credit can only be omitted if sufficient details are inserted of the quantity 
of the goods and the price to enable the words ‘‘ the counte:value of”’ 
to be employed. 

It has previously been arranged that the price mentioned be F.O.B. 
(free on board) or C.I.F. (cost, insurance and freight), but owing to the 
fact that many steamship companies require the freight to be prepaid 
before they will carry the goods, it frequent happens that although 
the purchase price is F.O.B. the beneficiary has to pay the freight his 
end and charge the amount to the buyer. As the exact amount payable 
for freight charges is not likely to be known, the credit must be opened 
for the F.O.B. value “ plus freight.” Similarly the beneficiary can more 
surely cover the insurance as he can declare the amount he has shipped 
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and the steamer his goods are carried in, so that the words “and cost 


of insurance ” must be added to “ plus freight.” 

Certainly, we should not fail to put our insurance business into the 
hands of English companies, if it is at all possible, not only for the benefit 
of the company and all associated with it, but also because less money 
has to be remitted abroad and less is the balance of credit against this 
country. A C.I.F. shipment requires no such addition, it is only necessary 
for the paying banker to see that the bills of lading are marked “ freight 
prepaid ” and the insurance adequately covered, otherwise the amount 
of “freight to be collected at destination” must be deducted from 
the beneficiary’s invoice. Some extraordinary conditions are sometimes 
attached to the opening of documentary credits; for example, a banker 
in one country can be instructed to open a credit in favour of a man in 
another, or to open the credit in an entirely different currency, but 
almost any intricacy can be overcome because of the great number of 
correspondents that London bankers have all over the world. 


Shipping Documents 

Next, as to the documents to be taken up before payment is authorised, 
they cannot be enumerated too clearly. To give instructions as “ pay- 
ment against shipping documents ” will not do, and no banker should 
attempt to pass on such vague terms either in the interest of his corre- 
spondent or his customer, Were no more detailed instructions given, 
the correspondent could hardly be blamed for paying against anything 
in the form of a shipping document, with the strong likelihood that the 
English merchant finds that his money has been paid away without 
obtaining immediate title to the goods, and possibly that they have not 
been insured. Tell the banker then each document necessary : invoices, 
full set of bills of lading, weight note, certificates of origin, of inspection, 
of analysis, insurance policies, and so on, according to the requirements 
of the particular trade, then if he should pay away without obtaining 
in return any one document specified, then the entire responsibility is 
his and the debit can be repudiated until the full complement has been 
obtained. 


Confirmed and Unconfirmed Credits 

Here we have a subject which has caused a great amount of argument 
and no small amount of litigation. Not many merchants fully understand 
all the points of difference and (between ourselves) not every banker. 
Providing the seller asks for nothing more than a “credit” carry on 
with one unconfirmed. He will be advised that a credit is opened and 
nothing more, no one incurs the slightest legal responsibility and the whole 
transaction can be carried through governed solely by the business 
honesty and the sense of fair dealing between business men. An uncon- 
firmed credit can be cancelled by one party without the consent of the 
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other. A synonymous term also used is Revocable, t.e., literally able to 
be called back, and because the beneficiary is fearful that, after having 
made all preparations for the shipment, he might find the credit has been 
cancelled and he cannot obtain refund of his outlay, he is constrained 
to demand that the credit shall be confirmed. 

A confirmed credit cannot be cancelled without the consent of all 
parties concerned ; the seller, therefore, has no fear that the money will 
be withdrawn, for even should the buyer become bankrupt or abscond 
or avoid his liabilities in any way, the banker who has opened the con- 
firmed credit has bound himself to honour the beneficiary’s drafts and 
must do so although he has not a farthing of his customer’s money in 
hand to cover him. 


Irrevocable and Short Term Credits 

An irrevocable credit is to all intents and purposes the same thing, 
though some bankers are inclined to split hairs by saying that a credit 
can be irrevocable inasmuch as it cannot be cancelled but still not be 
confirmed by them to the beneficiary. To the man who opens the credit 
there is no difference. We have seen that the banker who confirms a 
credit guarantees to honour drafts correctly drawn; as this guarantee 
can be made no longer operative only by consent of the drawer, it would 
theoretically stand good for ever, were no expiry date fixed. The ship- 
ment could be delayed indefinitely irrespective of the state of the market 
and obviously, no banker will guarantee for an indefinite time to pay 
away a sum of money. It is advisable but certainly not essential to have 
an expiry date to an unconfirmed credit, but certainly no banker should 
attempt to open a confirmed credit without having its maturity date 
defined, and since the question of acceptance or refusal of a payment 
after the credit has expired can be a very controversial one, such vague 
terms as “about six months ” will not do. The beneficiary must be 
allowed a reasonable time in which to buy or manufacture the orders, 
have them packed away on board ship, and obtain shipping documents ; 
on the other hand, it must be generally supposed that it is in the interests 
of the buyer to obtain delivery of the merchandise at the earliest possible 
moment. A short termed credit tends to hurry the shipper’s movements, 
but if, in spite of his good intentions, those bug-bears of commercial 
prosperity, strikes, railway and dock congestion make it impossible to get 
the goods away within the time allowed, then the credit can be extended 
and a later expiry date takes the place of and assumes the same importance 
as the old one. A form of time limit often encountered is not only a date 
after which the banker must refuse to honour documents, but also a 
given period during which actual shipment must take place. For instance, 
a credit might be opened for shipment “‘ during the latter half of June ” 
or “before 30th June,” and still an expiry date fixed as 7th July. So 
the beneficiary is able to obtain the bills of lading dated before 30th June, 
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from the port of shipment and still present them in the town where the 
credit is opened before 7th July, in time to receive payment. 

The abnormal conditions of trade during the last few years have 
frequently placed a manufacturer, badly in need of raw material, under 
the necessity of implicitly trusting his supplier to the extent that credits 
have been opened “ available until shipment effected.” Such a clause 
attached to a confirmed credit is unsatisfactory to a banker, and he 
would prefer to fix a provisional expiry date of, say, three months ahead 
and then extend it if necessary. 


Revolving or Circular Credits 

Where a merchant is in the fortunate position of always having a 
certain market for the goods he buys, he can arrange with his supplier 
to effect continuous shipments as quickly as he can dispose of them. 
If, for example, he is sure of being able to find buyers for one hundred 
barrels of apples every week, he can instruct his agent to consign to him 
up to this quantity by every weekly boat. It would surely mean a large 
amount of work, expense, and inconvenience to open a new credit to 
pay for each shipment. Bankers have therefore introduced the revolving 
credit, which, as soon as one payment has been effected is not, as in an 
ordinary credit, thereby exhausted, but becomes automatically reinstated . 
for the same amount. The exact conditions of its revolving nature must 
be clearly stated; is it cumulative, that is to say, if a revolving credit 
has been opened for 5,000 dollars a week and the beneficiary has not 
drawn anything one week, is he to be allowed to draw up to 10,000 dollars 
the second week ? Non-cumulative would mean that in no week could 
he obtain payment of more than the amount stipulated, even though he 
had missed his opportunity the previous week. Another type of revolving 
credit is opened for the payment of a certain amount “at any one time,”’ 
allowing the beneficiary to pass over a month without making any 
shipment and then drawing for the full amount on each of several 
successive days. 

The credit would, however, be more satisfactory toh buyer if instruc- 
tions were given that no payment shall be made against a second set 
of documents until the first have arrived in London, and supposing the 
drafts drawn are so many days after sight, the first might run its full 
course to maturity before the second could be negotiated. 

Revolving credits are not frequently encountered except where a 
London Head Office has its own branch abroad and can safely give that 
branch carte blanche to ship any quantity of goods they can obtain. 
The banker’s credit offers a medium for the transference of funds received 
by the sale of goods here to the agency abroad who need only certify 
the various suppliers’ invoices and authorise the banker to pay them 
against the credit established in favour of that agency's nominees. 
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Practical Costing 


By JAMES ALLAN 


II. Abstracting of Wages and Shop Oncost 


HE shop time-keeper at the end of each week or pay-ending extends 
out the total number of hours worked by each man, and the total 
number of hours each man should be paid. With these totals and 
having ali his sheets torn out and arranged by check numbers (as explained 
in my previous article), he proceeds to the gate time-office (if such exists) 
and compares his totals with the totals in the time book, and should 
differences arise (and no mistake has been made in any of their exten- 
sions), it is up to them to ascertain from the worker where he has been 
working, etc., for the period and time where no record has been shown. 
This having been accomplished, the time-keeper extends out the total 
number of hours worked and to be paid against each job or S.O. number 
. proportionately. The sheets are now completed as far as the shop 
time-keeper is concerned, so he hands them over to the wages allocation 
clerk, who is in possession of the rate of wages each workman is paid; 
and having filled them in, the sheets are passed over to the comptometer 
to extend out the gross wages total. This part of the work is at present 
done more or less by hand, but, in my opinion, with the comptometer 
it can be done much more expeditiously and with a minimum of errors. 
A check can now be made with the gross wages total in the wages book, if 
desirable, whether or not a comparison is necessary. In numerous 
businesses one will say there is far too much duplicating work here; 
why not take the totals from the wages book and save this operation of 
the comptometer ea and filling in the rate from the wages book 
when taking off the wages totals? Others might say, why not divide 
the wages by the number of hours paid and arrive at an average rate ? 
I shall leave this to my readers to decide which will pay and be most 
profitable in the end. We have now got the total number of hours 
worked against each job or S.O. number, and the total gross wages paid 
to each workman, so the sheets can be handed back to the comptometer 
to allocate the wages proportionately against each job or S.O. number 
shown; this having been completed, the sheets are now ready for 
abstracting for cost purposes. 

The ruling of the form or sheet to be used for this depends largely 
upon the class of work which is being done in the shop, but the following 
ruling will (more or less) suit all classes of work. 
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SKETCH No. 4. 






ALLOCATION OF WAGES. 
Week ending 


The time sheets are sorted out according to-trades, and the total 
wages paid for each operation against each Job or S.O. number are 
posted until all the sheets are wiped off, so that we have before us very 
valuable information. Should the shop manager desire to have the total 
number of hours worked or paid shown against each operation for every 
job, a column is there for the purpose, but from the writer’s experience 
such information will not be necessary, as when you have the operation 
which signifies trade and the wages paid, you are able to tell at a glance 
or by a simple calculation the number of hours worked. 

Before proceeding with the wages shop oncost, or unproductive wages; 
a few words may be said about the S.O. (standing order) numbers (better 
known as fixed Job numbers). A sheet or book is drawn up showing 
all the S.O. numbers for each and all departments, of which the foreman, 
storekeeper, and time-keeper has a copy, so that no excuse can be made 
to the cost office that such information was not available: all returns 
to the cost office must show the wages and material against a Job or 
S.O. number. The S.O. numbers are really fixed codes for allocating 
and simplifying the abstracting and drawing up of statements for cost 
and management purposes. 
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The following is a short but general outline of items which are included 
as 5.0. numbers, 


IDLE TIME. 
I.T. 1. Machine men waiting for work I.T. 4. Fitters waiting for Inspector 
I.T. 2. cs - a „ Mechame IT. 5. 3 i » Material 
I.T. 3. Fitters waiting for work 

Etc., etc., etc. 

UNPRODUCTIVE LABOUR. 

UL. 11. Sweeping up shop, etc. U.L. 14. Packing and Despatch 
U.L. 12. Cranemen U.L. 15. Clerical 
U.L. 13. Storemen 

Etc , etc., etc. 

UPKEEP OF SHOP PLANT AND TOOLS. 

P.T. 21. Machine Tools (upkeep) P.T. 24. Repairs to Electric Plant 
P.T. 22. Repairs to Jigs and Gauges P.T. 25, Belt Repairs 
P.T. 23. ii Crane 

Etc , etc., etc. 


Each and all of the above S.O. numbers are more or less Shop Oncost, 
which the wages abstract clerk is able to see at a glance. He arrives 
at the total productive wages against the total unproductive wages 
(both being combined, agreeing with the total in the wages book), and 
dividing the one by the other arrives at a rate or percentage and wipes 
it off proportionately against the wages shown against all job numbers. 
The return now being completed, it is ready to be sent to the cost depart- 
ment for posting, etc., but before the cost department accepts it, the 
signature of the wages allocation clerk should be there certifying that 
the total of the return agrees with the total in the wages book. This 
return now puts before us very valuable and extremely useful information. 
What use is made of it ? Does the cost department make the proper use 
of it in the interests of the company asa whole? Does the shop manager 
get a return weekly from the cost department, showing the total produc- 
tive wages against the unproductive ? Is it shown as a percentage or 
merely in money value? If such a return is not made, then the shop 
manager is not being supplied with the details that are necessary to him. 
Should he require to estimate the cost of his job, then a note should be 
sent to him showing the cost price, minus the overhead charges, against 
hs estimated cost, which will not include overhead charges. Charts 
should be prepared on graph paper showing by one line in red ink the 
estimated cost of jobs delivered each month against a black line showing 
the works cost of these jobs deliveréd for that month. 

If these suggestions are carried out effectively, then the shop managers 
and management will realise that the cost department is worthy of its 
name, which they have failed to see in the past. Greater interest will be 
taken by all concerned, and the managers will be the first to admit that 
without the aid of the cost returns they would not be able to carry on the 
work. , i 
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An article which “ gives furiously to think.” The writer maintains that E.P.D. ruins 
trade because Industry is not paying it but trying to pass it on. 


Labour's Next Step 


By A CHARTERED ACCOUNTANT 


How the Consumer Pays E.P.D. 


i is not difficult to foresee that the failure to check profiteering at the 
source, to tax profits and to appropriate to the State some portion 
at least of abnormal accretions of wealth created by conditions of national 
emergency, must inevitably result in fastening upon Trade Union Labour 
the responsibility of formulating a policy which will attain these objects, 
If Government and Capital will not, or, like the general public, cannot, 
deal thoroughly with such problems there is only Labour left. Alleged 
taxes on profits turn out to be, in practice, stmply additions to the cost 
of production and are handed on to the consumer. Excess Profits Duty 
(and in many cases personal Income Tax also) is paid not by those who 
are assessed but by those to whom they sell goods or render services. 
And if and when the slump comes, and the State is called upon to liquidate 
the enormous contingent liability resting on it in respect of E.P.D. 
repayable, the repayment will not return to those who originally paid 
the duty, viz., the general body of consumers. On the contrary such 
repayment will involve other taxation in order that the deficiency on 
E.P.D. may be made up. Trade isin some instances ultimately suffocated 
by high prices and workers are paid off, Capital having had all it requires, 
the State all it asks for, and Labour all it is to get. Dealings by Govern- 
ment in staple commodities still remain undisclosed; their accounting 
methods and the reasonableness of the profits or losses which emerge 
are suspect. The public pays in any case; if there be profit, as consumer, 
and if there be loss, as taxpayer. In effect, and in spite of some attempts 
to catch them, big profits elude those who consider they have a moral 
right to a share of them. 


Why Collect Excess Profits Duty ? 


Management Capital bas nevertheless a remedy. It has not yet 
tried it except in one or two isolated cases, but one dares to hope it may 
yet do so in general. It is a remedy which would tend immediately 
to the pacification of Trade Union Labour. To put it briefly, why go 
on collecting Excess Profits Duty? The remuneration (40 per cent. of 
the surplus profits over the most favourable pre-war standard, after 
allowing generous repairs and interest on capital) is admittedly good, 
but is it worth while for the sake of industrial peace? Is it worth while 
permanently to set up as a standard of reward a scale of profit which 
did not exist in 1914? The demand of Labour that the economic 
position of the wage-getters (I do not say “ earners ”) should be no 
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worse than it was in 1914, is, of course, inadmissible on principle, for 
who can come through a devastating war without suffering something ? 
As a matter of fact, however, that economic position is in most classes 
of Labour better than-in 1914, by increases beyond the rise in the cost 
of living, reduction of hours, etc. But it is by no means clear why 
Labour commits itself to such a standard for its nominal wages. Capital 
does not. Capital is not content with restricting the improvement of its 
economic position to an equalisation with a pre-war standard. There 
is a discrepancy here which has not, perhaps, received the attention 
it deserves, except possibly in circles sympathetic to Labour and hostile 
to Capital. The burden of this paragraph is that if one party in pro- 
duction is to be limited why not another? Better still for that other, 
let it voluntarily limit itself and deliberately set itself to cut down its 
standard of excess. In ether words, cease collecting Excess Profits 
Duty. 

What is likely to happen if Management Capital does not take the 
heroic step of restricting profits? We know that the State fails to do it 
through taxation. It cannot absolutely tax profits though it boldly 
claims to do so. In practice the tax is transferred to the consumer, 
be it Income Tax, Excess Profits Duty, or the latest, Corporation Profits 
Tax. The general consumer is powerless, at least in regard to the neces- 
sities of life and the petty luxuries of civilisation. He may deny himself 
motor cars and landed estates, but he cannot do without food, and clothes, 
and recreation beyond a certain point. Even in his petty luxuries a 
large proportion of what he pays is “tax” of various kinds and at 
various stages of collection. We are thus left with Labour; Labour 
organised ; Labour aggressive in spite of, or perhaps because of, its 
merely delegate responsibility and its constant referenda. They look 
after themselves, often at preliminary self-sacrifice, often to the detriment 
of the innocent community. But they have power. They can fix the 
price of their labour and change it practically whenever a change is 
desired. It is for them but a short step to the fixing of the price of the 
product of their labour. 


Will Labour Strike for Lower Prices ? 

When Labour realises that to strike for lower selling prices is not 
much different in practice from striking for higher nominal wages, the 
general consumer will not have long to wait. Capital, and no less the 
State, will then be faced with a threat which if carried out will do a great 
deal more damage than will the adoption by the former of a regimen 
in the matter of profits. When once Labour has mastered the effect 
of Demand, and has acquainted itself with the method and finance of 
production and selling, it will be in a position to say to Management 
Capital, “ the price of this article shall not be more than so much; if 
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it is not reduced within a certain period a strike will be called.” So 
long as unfair advantage is taken of demand as a matter of “ good 
business ” there is practically an invitation to Labour to take this next 
step. Those, therefore, who fix selling prices may have seriously to 
consider the taking of a prior step, anticipating thereby Labour’s inevit- 
able conclusion and rendering unnecessary “direct action” of the 
sort indicated. Only by such means can a sinister development (for 
Capital and Government) of Trade Unionism be prevented. 


Why E.P.D. Cripples Industry 


I cannot resist the temptation to add a comment or two on the article 
on “The Failure of Excess Profits Duty,” which appears in the Novem- 
ber number of BUSINESS ORGANISATION AND MANAGEMENT. Mr. Godfrey 
Cheesman is the writer, and he takes the opportunity of expressing, 
amongst other things, the abhorrence felt by traders for this particular 
taxation. He, and those with whom he sympathises, are resolutely 
antagonistic to the Duty for the alleged reasons that it causes industry 
to languish, firms to be thrown out of business and unemployment to 
become general. Now if, as I believe, my argument is tenable, Mr. 
Cheesman and I are faced with the astonishing contradiction that in his 
view payment of E.P.D. ruins the industry that pays it while in my view 
the industry is ruined because it does not pay it! The very fact that 
E.P.D. is due surely proves that if the industry is on the road to disaster 
it must be suffering either from a surfeit of profits or from something 
other than this taxation, since E.P.D. is, after all, only a portion of those 
profits earned in excess of a fixed and highly-favourable standard. 
Assuredly, to be thrown on the dust-heap, as Mr. Cheesman suggests, 
is decidedly unpleasant but, if you have your pre-war profit plus forty 
per cent. of any surplus in your pockets, some of the unpleasantness may 
conceivably be mitigated. If E.P.D. is, as we are told in a Government 
Report, added to the cost of production and is an important factor in 
keeping up prices, and if because “ the Government will pay 60 per cent. 
of it,” extravagance and waste also affect these prices, then what I 
suggest would seem to follow inevitably. High prices choke the trade 
and all that Mr. Cheesman prophesies comes to pass. But not because 
industry is paying E.P.D.; rather, as I indicate, because it is not paying 
it but trying to pass it on. I cannot bring myself to believe that the 
handing over of a percentage of excess profits should er se ruin industry. 


Mr. Godfrey Cheesman’s Curious Examples 
Some of Mr. Cheesman’s examples certainly invite enquiry. One 
firm has paid in E.P.D. an amount equivalent to seven times their total 
paid-up capital. Apart from the fact that paid-up capital is not neces- 
sarily the whole capital employed in the business, and assuming the 
387 





Business - Organisation -and - Management 


average rate of Duty paid to the Government to be 50 per cent., who has 
received the other 50 per cent. ? Presumably, this firm has in the same 
period put away, subject to Income Tax, extra profit of the same amount. 
In another instance five brothers receive, after paying all taxes, including 
E.P.D., only 84d. the working hour compared with Is. 93d. obtained 
by their Trade Union workpeople. One could ask quite a number of 
questions regarding this case before one would be justified in drawing 
final conclusions, but on the face of it the comparison is made between the 
taxed 84d. and an untaxed Is. 9$#d., while we are not told whether the 
former represents merely the share of net profits (4.¢., including the 
excess profits not taken by the Government) or covers management 
salaries or other remuneration which escapes E.P.D. 

I admit without demur the proposition that liability for E.P.D. does 
not perforce infer immediate ability to settle it. But this is a side issue, 
and does not affect the merits of the discussion. Indeed, if a firm cares 
to lock up all its excess profits in capital expenditure or in stocks one 
might be reasonably entitled to blame it for lack of ordinary foresight, 
knowing, as everybody unfortunately does, that there is an E.P.D. and 
that when due it must be paid. But it is impossible to rid one’s mind 
of the idea that if E.P.D. is payable, excess profits must have been earned. 


The Attempt to Pass on E.P.D. 


Iam at one with Mr. Cheesman and those whom he represents in their 
hatred of this Duty, but it is because it is radically unsound from the 
Revenue point of view and because it shamelessly masquerades as a 
direct tax on abnormal profits that I hate it, not because it hampers 
industry of its own initiative. Any hampering there is results from the 
attempt to elude it. Sixty per cent. can never, according to our arith- 
metic, be equal to 100 per cent., and the difference of 40 per cent., reaching 
as it does not, either the State or the general body of consumers, must 
obviously accrue to the industry itself. I should honestly be very glad 
to be proved in error, but on present information I can arrive at no other 
result. Mr. Cheesman’s vigorous exposition of his views only serves 
to emphasise what has been said above as to Labour’s interest in the 
matter, and since the Government would never risk its hfe by making 
E.P.D. 100 fer cent., the alternative of refraining from earning excess 
profits presents itself to those who have the management of industry. 
If these are unwilling to adopt that plan, I repeat that the Labour 
element may so operate as to force its adoption. 
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In this weighty contribution Mr. Lissenden discloses a situation which threatens the 
interests of hundreds of big firms in this country. 


Current Transportation Problems 


By Gro. B. LISSENDEN, 
Author of “ Industrial Traffic Management,” eto., etc. 


15. The Future of Private Sidings 


O- of the most pressing problems confronting the big business 
men of this country to-day is the future of their private sidings, 
for it would seem that the railway companies as a body are determined— 
if possible—to place the private siding owners in a very awkward position. 
It will be remembered that in the April issue of this magazine the exact 
present position of the private siding owner was clearly set out—Section 
76 of the Railway Clauses Consolidation Act, 1845, and Section 2 of 
the Railways (Private Sidings) Act, 1904, were quoted to establish the 
right of a trader to demand that a railway connection shall be made 
between the main line and a factory or any such place upon the proper 
representations being made to the railway company concerned; and 
test cases in the Railway and Canal Commission Court were quoted to 
show that if a railway company delivers goods at a private siding and 
charges station rates for the carriage of the traffic the railway company 
are bound to allow the trader a rebate in respect of the non-provision 
by them of station accommodation at that place. Now consider the 
trend of modern railway thought and action. 


Modern Railway Thought and Action 


To begin with it must be recalled that on 6th February last the 
Minister of Transport directed a questionnaire to all the big trading 
associations, Chambers of Commerce, and the Railway Companies’ 
Association, inviting these different bodies to give their views as to what 
should be “ the general principles that should be adopted as the future 
basis of rates and charges,” and to say what, in their manner of thinking, 
should be done in regard to a number of other matters. On the subject 
of terminals and private sidings the Railway Companies’ Association 
replied to this questionnaire as follows— 


The scales of rates should be built up as at present of a lump sum (4.¢., an 
amount varying with the class of traffic but independent of the length of haul) 
for terminals, and a mileage rate for conveyance. 

The trader whose traffic ts loaded or unloaded at a private siding should be entitled 
to a rebats from the station or scale vais in respect of the saving to the company resulting 
from the non-user or lamited user of the company’s terminal accommodation, and 
(as regards traffic the vate for which covers those services) the non-performance by the 
company of the services of loading or unloading. 

Where the traffic makes no use at all of the terminal accommodation the rebate 
should be the amount included for terminals in the scale rate (which would in 
effect represent the maximum rebate) and the rebate in each case should vary 
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(within that maximum) according to the greater or less use made of the terminal 
accommodation and the resulting saving to the company. The maximum rebate 
would only be payable when the full scale or “class ” rate was being charged. 

On the other hand, the company should be at liberty to charge a reasonable 
sum in each case for services rendered or accommodation provided at or in 
connection with a private siding. 

The nature and extent of these differ so much at different sidings that it is 
not thought possible to do otherwise than deal with each case on its merits, but 
in cases where the circumstances justify a rebate there ought, as a rule, to be no difficuliy 
tn agreeing a figure satisfactory to both partes. This has been the experience of 
the past, the number of rebate cases that have been brought before the Railway 
Commission being comparatively few; but in case of difference, whether as to the 
rebate payable to the trader or the additional sum | See heres by him, the question 
would have to be referred either to the Railway Commissioners, as at present, 
or to the Committee suggested for dealing with rates. 


Note particularly the parts printed in italics. 

Now when this reply was published (in Command Paper 682) it was 
felt by the private siding owners that the railway companies did at 
last intend frankly and freely to acknowledge their position and give 
them (the private siding owners) their due, but these traders have had 
to change their opinion entirely in view of the evidence which has since 
been given by the chief railway witnesses before the Rates Advisory 
Committee. 


Thus, Mr. Herbert Marriott, the Chief Goods Manager of the 
Lancashire and Yorkshire Railway Co., when being examined before 
the Committee on 19th October, made it quite clear that the railway 
companies do not intend to make things easier for the trader or 
voluntarily give rebate to siding owners. Here are the Chairman’s 
main questions on the subject and Mr. Marriott’s answers as given on 
pages 137 and 138 of the Twenty-first day’s “ Proceedings ”— 


7659. CHAIRMAN: Do you propose there should be a single terminal charge, 
or that it should be one that is split up into loading and unloading and covering 
and uncovering, for instance ?——A single terminal charge, I think, is what was 
described in the railway companies’ last proposal. 

7660. Is it your proposal that, if a terminal is charged, and the service is 
not performed, there should be a rebate? Take the case of loaded at one end, 
and not loaded at the other end, would there be a rebate for the not unloading ? 
—No. The proposal is as set out on page 5 of our proposals. It is clause 9: 
“The railway companies propose that the accommodation and services provided 
in connection with delivery to, or collection from, a private siding, shall, unless 
otherwise agreed, be deemed equal to the accommodation and services provided 
at a terminal station; but that where traffic carried at a standard scale or tariff 
rate is delivered or collected at a private siding, 1t shall be open to the trader at 
the private siding, or to the railway company, to complain to the tnbunal,” and 
so on. l 

7661. You are dealing with private sidings there. I am talking about stations ? 
— Yes, 

7662. Are the services rendered to the public, which used to be included in 
the terminal services of loading and unloading, and covering and uncovering, to 
be charged for in a single figure, or separately ?—In a single figure. You are 
dealing with the question of loading traffic dealt with in the open yard. Is that 
the point ? 
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7663. No. I want to know how you recommend that your charges shall 
be made. You have told ug there are to be terminals. I want to know what 
terminals ?—Do you mean thé quantum of the terminals ? 

7664. No; but whether there is to be a single terminal with rebates, or a 
single terminal without rebates, or whether there are to be two terminals or three 
of four ?—The idea is as set out in that clause I have just read—there should be 
two headings; terminal accommodation at station or siding and then service 
terminals, if any. 

7665. Are the service terminals to be charged whether services are rendered 
or not ?—Yes. 

7666. The full terminal is to be charged, whether any service is rendered 
or not ’—Quite. 

7679. The siding man, according to you, will have no grievance. He will 
say: “I have done the covering and the uncovering, and I ought to have a rebate,” 
and you will say: “If you had been at the station, you might have done the 
same thing. Why should you get any rebate?’’—Yes. I should also have 
said: “If you had got the rebate, I should have a bill against you for services 
rendered in connection with the siding.” 

7680. But the siding owner thinks that if he does the labour part of it he 
ought to get a rebate, but in future he is not to have it ?—Quite. 

7681. Your answer will be, if you can get the Act of Parliament in the form 
you desire: “ In the same way, if you had been delivering at the stations, if you 
had rendered all the services, you would have got no rebate ?’’—Yes, the alter- 
native is as set out in this-clause which is our carefully considered recommendation : 
“ It shall be open to the trader at the private siding, or to the railway company, 
to complain to the tribunal that the sum included in the rate for terminals is in 
the special circumstances of the particular case either too large or too small, as 
the case may be, and the tribunal may award such rebate or additional payment 
as it thinks fit.” 

7690. At a great many sidings, you used to give rebates, too ?—Yes. 

7691. Those will all be abolished ?—Yes; it was said the other day that 
they all should go. 

7692, You have not given us any reason for this change. What is your 
reason for it p—-Speaking for my company, and I think it is fairly indicative of the 
general conditions of the country, the cost of working in connection with these 
private sidings has gone up enormously. Taking sidings first, from every point 
of view, whether it is engine costs, or staff costs, or maintenance, in fact everything 
that constitutes railway operation, the expense has gone up so much that there 
is not the money in it to allow anything out of it. When people pay station 
rates, they do very well to get off at that. If, in the alternative, they were to 
be allowed rebates, and were to be charged with the cost of services in connection 
with the siding, they would be a good deal worse off in many cases. 


Number of Private Siding Owners who get Allowances 

On a later date—I6th November—Mr. Marriott, at the request of 
the Rates Advisory Committee, produced some figures (obtained from 
the Railway Clearing House) which must be reproduced here. Number 
of private sidings dealing with goods and mineral traffic, excluding 
colliery sidings, 8,932; number where allowances are made off the 
station rates, 884. Percentage to total 9-8. 

Resulting from the production of these figures, the following dialogue 
occurred (see the Thirtieth Day’s “ Proceedings ’’— 


10,931. CHAIRMAN: Does this mean that on all the sidings except 884 the 
owner of the siding pays station to station rates mclusive of terminals ?—Yes, 


whatever the rates have in them they pay. 
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10,932. He, therefore, pays the station terminal and the service terminal ? 
—Where those items are in the rate, certainly. There are only 884 cases or 9°8 
per cent. where any allowance is made off the statién rates. 

10,933. Mr. Jepson: So it really means that at over 90 per cent. of the 
sidings in the country the siding owner or the person sending traffic from the 
siding or to the siding pays the station rate, whatever ıt may be, and gets no 
allowance ’—Yes. 

10,941. Sir LYNDEN MacassEy: Just to make perfectly clear before we 
pass away from it, the figures you have given in regard to private sidings, I suppose . 
in some cases where no allowance 1s made from the station rate as paid at the 
siding the private siding trader may be in the position of securing or having 
conceded to:him an exceptional rate ?—Yes; that has been going on for quite a 
long time. I think Mr. Abady mentioned the point on the last occasion. 

10,942. Just to make that quite clear, where exceptional rates are in operation 
at private sidings those exceptional rates are in respect of traffic which 1s not 
dealt with at the adjoining station ?—As a rule. There are cases, of course, 
where the same classes of traffic pass through the station as at the private 
siding. 

10,943. I want you to take the question broadly and generally, because after 
all we have to look at general principles here. Would the tribunal be nght in 
assuming that broadly and generally where exceptional rates are in operation 
for a particular traffic at a siding there is not the same or simular traffic passing 
to the adjoining station ?>—Generally that ıs the case. 

10,944. CHAIRMAN: Of course, ıt may be that the reason why the owner of 
the private siding is content with this arrangement is that he practically has got 
exceptional rates for all the material that he is dealing with ?p—Certainly. In 
the long series of years that these sidings have been down there have been many 
considerations which have led to the granting of exceptional rates for the particular 
classes of traffic that a man specialises in. 

10,945. <A trader, generally speaking, is only dealing with one class of traffic 
at his own factory ’—There are a good many cases of that kind 

10,946. He sends out some particular article that he manufactures or produces ; 
if he has got an exceptional rate for that class of article it 1s immaterial to him 
whether he is charged station rates or not upon the commodities in which he does 
not deal ?—Exactly. Although he may specialise in one particular article, as you 
say, he receives the raw material and all that he requires for the product of his 
manufactures. 

11,010. Mr. RowLanp WuitzHEaD: The number does not represent in any 
way the number of cases where there is any express agreement with regard to the 
quantum of the rebate >—Ob, no; it is exactly what it says—-the number of 
sidings where a rebate off the station rate is allowed. 

11,011. I take it you have not attempted to get at a figure as to the number 
of cases where there ıs an express agreement to pay station rates ?—No, I do 
not think I can give that. I will try and answer that question if you want more 
information about it. 

11,012 Sir LYNDEN Macasszy: You mean what proportion of the 9'8 per- 
centage represents persons with actual agreements. We have not got that r— 
There are many agreements which provide for station rates to be charged of 
course. I said that the other day. 

11,013. Mr. RoLanp WHITEHEAD: These are merely figures of cases where, 
in fact, either by agreement or otherwise, allowances are made off the station 
rate ?— Yes. 

11,105. Mr. CLEMENTS: Now, with regard to the cases in which you tell us 
the siding owner pays station rates, are you able to say whether any of those 
siding owners have applied to you for rebates rp—Are you speaking to me as 
representing one company or the whole of the companies ? 

11,106. I will put it both ways; take, first of all, your own company.—lf 
there have been cases they have been considered in conjunction with the trader 
and dealt with; I cannot recall any at the moment that are outstanding. 
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11,107. I do not think that I have put my question clearly enough. You 
said there were 8932 sidings, and at only 884 of those were rebates or allowances 
made ?— Yes. 

11,108. It is with regard to the other 8,000 that I am speaking.—There may 
be cases in the hands of the other railwavs that I do not know of where there 
have been applications made by the trader to the company for a rebate; I am 
not aware that there are any cases outstanding. 

11,109. You are not able to speak with regard to the other companies ?—~Not 
on that point. 

11,110. And as regards your own railway ?—There are no outstanding cases 
that I know of that want dealing with. 

11,111. I do not mean only outstanding cases, but I should like to know, 
if you can tell me, have any of those siding owners ever applied to you for a rebate ? 
—They would not be in the residue. Where they have appled I have either 
given them the siding rebate or satisfied them that they were not entitled to it, 
so they have been dealt with. 


What the Effect of the Railway Company's Proposals 

would be 

Now what does all this really mean? Why apparently just this: 
that the railway companies intend, if they can, to reverse or over- 
ride—it matters not how you put it, the effect will be just the same— 
yes, they evidently intend if possible to get round the present statutory 
and common law and place the traders of this country—or rather the 
private siding owners—-in the same unfortunate position that they were 
in many years ago, in the early days of private sidings. In a few words 
the history of the matter is this: the railway companies began by 
denying that the owner of a private siding had any right to a rebate, 
and several important cases had to be fought to determine the fact 
that the railway companies’ position was untenable, and that if no station ~ 
accommodation was provided or terminal services performed by the 
railway company they must in justice to the trader make him a fair 
and reasonable allowance in respect thereof. Then the Railway Rates 
and Charges Acts, 1891 and 1892 confirmed—or rather embodied—the 
result of these earlier decisions and provided as follows: ‘‘ The maximum 
station terminal is the maximum charge which the company may make 
to a trader for the use of the accommodation (exclusive of coal drops) 
provided, and for the duties undertaken by the company for which no 
other provision is made in this schedule, at the terminal station for or 
in dealing with merchandise, as carriers thereof, before or after convey- 
ance.” “The term ‘terminal station’ means a station or place upon 
the railway at which a consignment of merchandise is loaded or unloaded 
before or after conveyance on the railway, but does not include any station 
or junction at which the merchandise in respect of which any terminal ts 
charged has been exchanged with, handed over to, or received from any other 
railway company, or a junction between the vatlway and a siding let by 
or not belonging to the company, or in respect of merchandise passing to or 
from such siding any station with which such siding may be connected.” 

393 





Business - Organisation -and - Management 


The same Acts, after describing the services included in the term 
“ Maximum Service Terminals,” provide: “ Where merchandise con- 
veyed in a separate truck is loaded or unloaded elsewhere than in a 
shed or building of the company, thecompany may not charge to a trader 
any service terminal for the performance by the company of any of the 
said services,” 

None will deny Mr. Marriott’s statement that “ the cost of working 
in connection with these private sidings has gone up enormously ”’-— 
obviously that must be so in view of the enormous increases in wages 
and other kinds of payment which the railway companie have had to 
meet. But it is wholly unfair and misleading to infer that there is any 
similarity between the work in connection with private siding traffic 
and station traffic. With station traffic there is a large amount of 
shunting and marshalling to do, warehouses, plant, and labour to 
provide; whereas, as a rule, when traffic is consigned to a private 
siding the railway company merely push the trucks clear of the main 
line and leave the trader to find his own accommodation plant and 
labour and haul his trucks where he requires them. There is no com- 
parison between the work involved with the two different traffics and, 
consequently, of course, the cost of dealing with them differs in 
comparison. If that were not so then all the decisions in the Railway 
and Canal Commission Court where rebates have been allowed in respect 
of private siding traffic have been wrong and the above quoted provisions 
of the Railway Rates and Charges Acts were founded on a false basis. 
But, of course, such an idea is utterly absurd. 


What Traders Should Insist Upon 

There is one way and one way only in which—in this connection— 
justice can be done to the trader and that is to insist that the railway 
companies set out in their rate books the constituent parts of each rate, 
as well as the sum total of the rate—that is to say: show how much 
of the aggregate rate is for “conveyance,” how much for “ station 
terminals ” (and exactly what station terminals are included therein), 
and how much is for “Service terminals ” (specifying what services 
are covered by this portion of the rate). Then the trader who uses the 
station can see what he is paying for—and see that he gets it or an 
equivalent rebate; and the private siding owner would know what 
he has to pay and to what allowances he is entitled by reason of his not 
using the station. To-day, if a trader has a dispute with a railway 
company as to rebate allowances he has first to apply for a disintegration 
of the rate in which he is interested, and this analysis, when supplied to 
him by the railway company, is as good as useless because it does not 
give him what he requires. As Mr. Jepson, one of the Rates Advisory 
Committee (than whom none knows better) put it “ disintegration is 
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absolutely fallacious and misleading,’ and one of the railway commis- 
sioners said something much to the same effect in a celebrated test case. 

Of course, no one knows for certain what the Advisory Committee 
will say ın their report to the Minister of Transport, although those who 
have listened to the evidence which has been given by the railway 
witnesses and watched how this, and the rebutting evidence offered by 
the trader witnesses, has been received, have a shrewd suspicion what 
recommendations the Committee will make. If these are, in effect, to 
slice thirty or forty years out of the calendar—to set aside the decisions 
of the Railway and Canal Commissioners and abrogate the Railway 
Rates and Charges Acts, 1891 and 1892, in short, to undo all that has 
been done by the traders through the courts and Parliament to establish 
their rights—then it is obvious that the traders must take concerted 
action to prevent the recommendations becoming law. 


Show Constituent Parts of Each Rate Separately 


Cheap and efficient transport the traders of this country must have— 
or we as a nation will go under in the race for commercial supremacy ; 
it is essential, too, that the traders know what they are paying for—that 
the rates books show what is the legal charge which the railway company 
may make for each service they perform at any railway station, siding, 
or any other place to which they convey goods. In one of the earliest 
rebate test cases—Menzies v. Caledonian Railway Co.—Mr. Commissioner 
Miller made a very pertinent remark. He said: “ If they (the railway 
company) are conducting a service, which as a railway company they 
are not called upon to do, namely, that of carriers by road, they are 
not entitled so to mix up their charge for that service with their charge 
as carriers by rail that other persons who choose to do the road service 
for themselves are subjected to any disadvantage. Therefore, if instead 
of making (as, in my opinion, it would be a reasonable and prudent thing 
for every railway company to make) a set of station-to-station rates, 
with specific additions for collection and delivery respectively, and 
charging accordingly, they choose to make one general rate which 
includes collection and delivery, they must, in case they do not collect, 
or in case they do not deliver, make a proper and reasonable abatement.” 
If Mr. Commissioner Miller’s idea were acted upon and the gross tonnage 
rate were properly set out in the rates books in the manner already 
suggested in this article—+.e., the “ conveyance” charge, “station 
terminals,” and ‘service terminals ” all shown separately; and if it 
were clearly laid down where the different charges can be imposed and 
under what circumstances, there would be an end to this costly and 
annoying litigation, and we could get on with the real business, the 
manufacturing and the selling of the goods. 
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oo Goods in the Wholesale 


House - 
Existing Unsatisfactory Methods—and the Remedy 


By ERNEST Riapy 


T is essential that goods after being “ Got up” and details entered 

must be checked in order to see that the number and values of 
articles correspond in every way with the particulars recorded in the 
department “Slip” or day book. This is, of course, in order to see 
that goods are not sent over or short, and also to see that prices are 
quite correct. 

The majority of wholesale houses, and also those retail houses doing 
a mail trade, have a system, but most of those in use are anything but 
sound. Now, in the wholesale houses it is no uncommon thing for 
very large amounts to be sent out to a customer from a single depart- 
ment, consequently, the check system should be such that there is no 
possible chance of goods being sent short or in excess of the value shown 
on invoice. 

The system in use by most wholesalers is as follows— 

The assistant responsible for the order to be despatched gets the 
goods out of stock, and they are either grouped together on a counter 
or put in a basket, or skip, Details are entered in the department slip 
book showing quantities, quality, price, etc., as, for instance— 


Butts J. BLANK & CO, 
14/8/19. MAIN STREET, 
BIRMINGHAM, 
2} Gross Meda PI. 25/8 
Gross 231 Cloth 10/9 
24 Gross ete. ete, 22/8 
5 Gross 9/5 
G.T. 


When the whole of the goods for this particular department are 
ready, the assistant Jones who got them up and made out the slips in 
duplicate—one for use in the invoice office-——calls out to another assistant 
Brown “ To check.” Brown listens to the lines enumerated as they are 
called out from the department book by Jones. 

4 gross. etc., etc., Yes: 
2+ ,, etc., etc., Yes: 
2r etc., etc., Yes: l 

As a matter of fact, it is hardly possible for any person properly to 

check goods at the speed the lines are rattled off. 
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Go into any wholesale warehouse, see the casual way such checking 
takes place, and you will realise that a system carried on in such a 
manner is a waste of time. Or, to take another example, let Jones 
who made up and entered the goods, instead of reading from the slip 
book, call out the quantities, etc., from the goods, while Brown 
checks the book entries. One can be quite sure that this will take 
twice or three times as long as when the goods were called out from the 
entered list. If this be the casé, how is it possible for Brown to check 
properly when the goods are called out just as fast as Jones can read 
them from the entered items? The method described is obviously 
altogether wrong and practically of little’or no value as a check. Now, 
it is fairly evident from the many claims which are made for short 
delivery—sometimes in cases where there is absolute proof that no 
tampering with a parcel could have occurred—that goods are not 
properly checked. Yet, when a claim is made by a retailer, the whole- 
saler appears to think that his system of checking prevents any error 
on the part of his staff, and will often enough ask his customer to “ Make 
a further search as we feel sure in view of the careful checking of goods 
before leaving the warehouse it is almost impossible for a mistake to 
happen.” As long as the present system continues there will be no 
falling off in the number of claims for short delivery. Certainly it is well 
known at the present time that a deal of pilfering does take place during 
transit of goods, but nevertheless, many claims are made where there 
has been no chance of pilfering. 

Beside sending goods short the equally undesirable practice of 
sending goods in excess of those invoiced is inevitable with this ‘faulty 
system of checking. Only the other day one wholesale house, to my 
knowledge, received letters from three retail firms stating that goods 
in excess of those invoiced had been despatched. In one instance, the 
difference was considerable, four gross of a 153s. line being invoiced 
as two gross only. 

All that is necessary to ensure a sound system of checking goods 
before sending to the despatch rooms is simply to reverse the present 
method of calling out. Instead of the salesman responsible for getting 
up the order calling out from his book entry, the assistant requested 
to check calls out from the goods. 

Where an incorrect line, either as regards quantity or price, has 
been entered in the slip book, it would be very rare for the one calling 
out from the goods to make the same mistake. He could not start 
guessing quantities and prices; he must know them. 

The reverse is the case in calling out from the slip book. Quantities 
may appear right to the one checking the goods, but it is obvious that 
mistakes must be made by “checking” in this manner, unless the 
checker is most careful over his work, and insists upon the caller-out 
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stopping every moment or so until he assures himself that each line 
is absolutely correct. And this is what I am afraid very few of them 
do. The tendency is for them to take for granted that the assistant 
making up and entering the goods has done his work properly. Hence- 
the mistakes, not to mention the annoyance to the retailer when his 
complaint re shortages is inclined to be doubted. 

Checking by calling out from the goods invariably is the only safe 
and satisfactory method; and I recommend it to all wholesalers and 
those retailers doing a post order trade. 





The Priestman Scheme of Higher Praduction 


ME: W. D. PRIESTMAN, of the firm of Priestman Bros , Ltd., engineers, Hull, 

has given’some interesting details of his scheme for promoting increased 
production to the local correspondent of the Datly News. The scheme has been 
warmly commended by the Higher Production Council, the trade unions regard 
it with favour, and the workmen are enthusiastic about ıt. After a trial extending 
over four years, Mr. Priestman claims that the scheme has proved an undoubted 
success. The average increase in production has been 40 per cent.—80 per cent. in 
some isolated months—and the average extra payment to workers is £70 per annum. 
Added to these material phases is the moral gain to all concerned in the realisation 
that they are engaged in a common adventure, and have a deal of interest in the 
business. It is a method, Mr. Pnestman holds, by which the hearts of the men 
have been reached. “The difficulty of changing ‘my’ for ‘our’ 1s at the root 
of most of the troubles of the Labour world,” he says. 

The basis of the scheme is truly co-operative and the advantages derived from 
higher production are shared pro rata by everyone engaged in the business. A 
standard of output of finished machinery is agreed upon by the works committee 
as representing the product of wages. As the standard is exceeded so the pay is 
increased by a corresponding percentage. For instance, taking 100 as the standard 
output; if output remained at 100, the men would receive the district rates only, 
but if the output increased 25 per cent., every person concerned would receive a 
25 per cent. increase of his remuneration—-Mr. Priestman rejects the word wages— 
utrespective of his position or the nature of the work performed. In the event 
of the methods of production being appreciably improved, the scheme provides 
that by mutual arrangement, the standard may be altered, and if lack of orders 
causes a reduction of output the standard and working hours will be reduced, all 
thus sharing in the reduction instead of a percentage of men being suspended. The 
community of interest is complete, and increased prosperity all round is established. 





Study your factory lay-out. Big improvements of great value can often be made without 
anvolving the expense of an entirely new building. 





Works Lay-Out and Design 


By H. T. Hupa, M.Inst.0.8. 


Selection of Site—(contd.) 


Goo care must be exercised in selecting a site which is liable to 
have the minerals worked from underneath it. If the minerals are 
at a great depth, and are fairly carefully worked, there will not be much 
danger from uneven settlement, but general settlement will usually 
occur, and this must be borne in mind in connection with the liability to 
floods. On the other hand, if minerals that are close to the surface are 
worked, local and uneven subsidences are almost certain to take place, 
and to result in a complete disorganisation, if not disintegration, of the 
buildings. In the case of an extremely desirable site, of course, this 
can be met by purchasing the minerals under the site, and thus preventing 
possibilities of subsidence. 

Due account will naturally be taken, in comparing two sites, of proximity 
of a railway station or housing accommodation for workpeople, and it 
will add to the value of the site if facilities are available in the neighbour- 
hood for the workers to obtain their mid-day meals at reasonable prices, 
without the firm having to provide canteen facilities. It is rather 
questionable, however, if capital is available, whether it is not advisable 
to provide these facilities, whether otherwise available or not. It is 
generally considered profitable to provide the workers with, at any rate, 
the opportunity of purchasing their meals at the bare cost of food, 
together with a comfortable place to take their meals and reasonable 
facilities for recreation. 

The last, but decidedly not the least, is the question of the cost of land. 
If sufficient land is available at a reasonable price to provide for future 
extensions, this should be taken up and the character of those extensions 
should be decided, as far as possible, beforehand, so that when they 
come to be made, they shall not be made haphazard to suit the emergency 
of the moment, but shall be part of a carefully thought out and well 
ordered scheme. Any land in excess of immediate requirements that is 
taken up in this way can very advantageously be handed over to the 
workpeople for allotments or recreation purposes. 


Buildings 
The size and shape of any building will be determined by the number 
of processes that it has to accommodate, and the size and shape of the 
machinery and other plant that is required for those processes. Naturally 
before fixing the size and shape of the building, we shall have to prepare 
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a list of all the processes that it has to accommodate, and to draw up a 
schedule of the number of machines or other plant required for each 
process. We shall also have to prepare a preliminary lay-out of the depart- 
ments in which each process is carried out, deciding carefully at which 
point in the department and by what means the material enters, at 
which point in the department and by what means the product leaves, 
and what space is necessary within the department for departmental 
stores, stocks of materials, stocks of finished parts or product, and also 
what space is necessary for inspection of finished product, because it is 
assumed that the work done at each process will be inspected and passed 
before the material or product goes on to the next process. I do not 
wish to anticipate what will be said by others on inspection, but, 
generally speaking, it can be taken that the sooner the inspection takes 
place after the process is complete, and the nearer to the point at which 
the process is actually carried out geographically, the better will be 
the result—not only as regards the quality of the product but also as 
regards the reduction of waste, and the actual amount of output. 

This preliminary study will tell us how much clear space we require 
for each process and will give us some idea of the shape of that space. 
In deciding on the final size of the room, we ought to provide some 
space for extensions in each department. After the buildings are com- 
pleted and manufacturing is proceeding, it 1s almost inevitable that we 
shall find some processes out of balance with some others, and, in order 
that production may be as nearly uniform as possible, we should naturally 
wish to bring up to the standard of the remainder the production of 
those departments that are lacking. 

In addition to this, it is almost certain that we shall from time -to 
time improve the processes of manufacture in the various departments 
and, in order that we may be in a position to take full advantage of these 
improvements by increasing the total production of the plant, we ought 
to have some room for extension of plant in each of the departments, 
not so improved. The whole of the extension space thus provided can 
be put down to the balancing of the plant. 


Lighting 

The height of the room will be determined on other considerations, 
one of the most important of these being lighting. It is impossibte to 
exaggerate the necessity of obtaining an adequate supply of natural 
lighting. It is not merely essential for the health, comfort, and well- 
being of the employees that they should work as far as possible in natural 
light, but it is essential for the proper carrying out of all manufacturing 
processes that the utmost possible use should be made of daylight. 

It is also a well established fact that freedom from accidents depends 
on adequate lighting being provided. Statistics carefully taken in 
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manufacturing plants show that the difference between the number of 
' accidents in the darkest months and the number of accidents in the 
lightest months amounts to as much as 80 per cent. of the latter. 

In a single story building, of course, roof light can easily be obtained, 
although this may to some extent be interfered with by overhead gear 
such as cranes, transporters, and power transmission appliances. 

In a multi-story building, the only light available will be side light, 
and this, in itself, will have some effect in fixing the relation between the 
height of the room and its width. Generally speaking, assuming that 
adequate window space is provided and, by adequate window space I 
mean that practically the whole of the side of the building, apart from 
the space taken up by structural necessities such as columns, is window 
space, a good relation between height and width is about 15 ft. height 
to not more than 55 ft. width. 

If overhead cranes and transporters are used, sufficient clearance will 
be required underneath them to prevent any possibility of moving 
mechanisms or loads fouling anything standing on the floor of the room, 
and this, in itself, may cause us to fix the height of the room at a higher 


figure. . , 


Single or Multi-Story Buildings 

Having decided roughly upon the size and shape of the floor space 
required, we are in a position to consider whether we will have a single 
story building or a building of several stories. 

Obviously a building of several stories is more economical of land, 
and, if our factory is located in a district where land is expensive and 
valuable, this will be an important factor tending towards a decision in 
favour of a building of several stories. 

Generally speaking, single story buildings will be avoided in or near 
cities on account of the costliness of the land, but the proper way to make 
a decision as to which is the more costly in a particular case is to prepare 
preliminary and approximate designs and obtain approximate estimates 
of cost. There is no doubt that single story buildings render it easy to 
obtain efficient natural lighting because, if necessary, the whole expanse 
of roof can be made of glass and, just at the moment, glass is about as 
cheap a roof covering as can be obtained. 

On the question of supervision, opinions will probably be rather 
divided. It will be easier to overlook the work if the factory is housed 
in one large single story building. On the other hand, it will not be so 
easy to prevent the employees from wandering beyond the limits of 
their own departments, and it will be more costly to prevent them 
escaping from the building altogether, on account of the fact that there 
will necessarily be many entrances in a large single story building as 
against one only in a multi-story building. 
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Generally speaking, better and less costly arrangements could be 
made for moving material and products from one department to another 
in a single story building. For this reason, if the cost of land is so 
high that we are compelled to use buildings of more than one story, we 
must consider very carefully the method of transferring the material 
and work from one floor to another, and these methods should be decided 
upon before the design of the building is proceeded with. 

In certain cases, the nature of the work to be carried out and the 
character of the product will preclude the use of multiple story buildings. 

For instance, structural steel work, bridge work, and very heavy 
engineering work has not, to any great extent, been carried out in multi- 
story buildings on account of the size, weight, and general awkwardness 
of the pieces to be handled. It is not, however, impossible that their use 
might be extended even to such classes of work as these. There are 
examples in the United States of manufactures consisting principally of 
cast iron being carried out in a four or five story building with the 
foundry at the top and the machine shops in the lower floors, and, 
provided the question of handling the material up and down is carefully 
considered beforehand, there is no reason why this should not be done. 


No Obstacle Insuperable 

It is perfectly easy to design mechanical elevators for raising pig 
iron, fuel, sand, and other materials to the top of a four story building, 
and to design mechanical means of lowering the castings into the lower 
stories. In considering matters of this kind, as, indeed, in considering 
the whole question, it is wise to take nothing for granted, to consider 
no obstacle as insuperable, to question and criticise every conventional 
method of doing a particular piece of work, and to do this in the light 
of the best information you can obtain as to the most modern methods 
of handling material. It will be easier to keep a multi-story building 
at a comfortable temperature, and this is a most important consideration 
in relation to output. It is impossible for workers to give their best 
output if the building they are in is either too hot or too cold. In the 
same way, if artificial ventilation is resorted to, it will generally be 
cheaper for multi-story buildings than for single story. On the other 
hand, of course, any amount of natural ventilation can be readily obtained 
in single story buildings by means of roof ventilators, but this is often 
wholly unsatisfactory. 

The methods of power transmission used will not be materially different 
whether the buildings are single or multi-story, but will depend rather 
on the nature of the processes to be carried out and the character of the 
machines used. 

As far as single story buildings are concerned, there is really only 
one type of construction that need be seriously considered, and this is 
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a steel frame building with the sides enclosed with brick work, corrugated 
sheeting, or concrete slabs or blocks. It is not possible to say a great 
deal about these different kinds of casings, except that corrugated 
sheeting is at present just about as expensive as the other methods and 
much less permanent. In a multi-story building, however, we may 
have— 


(a) A steel frame with brick walls simply to enclose the sides but 
not carrying any load, and concrete or wooden floors. 

(b) Brick walls to carry the loads with steel and concrete floors. 

(c) Buildings constructed entirely of reinforced concrete, either of 
monolithic structure or of unit and precast construction. 


Steel Frame v. Reinforced Concrete Buildings 


As far as cost is concerned, the competition at present will generally 
be between the first and last of these three types. Generally speaking, 
at the present moment there is not a great deal of difference between the 
cost of steel frame and the reinforced concrete buildings. A well- 
organised firm producing reinforced concrete buildings with up-to-date 
handling appliances and shuttering standardised as far as practicable, 
may produce a cheaper building than a structural engineering firm 
that is not properly organised and laid out for this class of work. On 
the other hand, reinforced concrete construction should not be considered 
unless it is intended to employ a thoroughly experienced and well- 
organised firm of contractors with a good reputation for carrying out 
this class of work. There is much more danger from careléssness, 
neglect, or dishonesty in a reinforced concrete building than in any other 
type of building, but this, in itself, is not asound argument against the type 
ofconstruction. Thesafety of the reinforced concrete structure is depen- 
dent upon the quality of the material used, and especially upon the skilful 
handling of the mixing and placing of the aggregate and the placing of 
the reinforcement. Want of knowledge or want of experience on the 
part of the contractors, and want of skill and want of care on the part of 
the men fixing the reinforcement and placing the aggregate, will endanger 
a structure, even if all the materials are of the very best quality, Pro- 
bably most failures in reinforced concrete construction are due to the 
carelessness and want of skill and knowledge, and the only way to guard 
against these factors is to employ only thoroughly reputable and experi- 
enced firms in this class of work, and to see that there is proper supervision 
at every stage. 

These arguments apply, of course, to any type of construction, but 
with considerably less force. In a steel frame building, assuming 
that the material is of good quality to begin with, there is very little 
opportunity for failure as the result of’ carelessness or scamped work. 
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There are two considerations that seem to tell rather considerably 
in favour of steel construction. In factory buildings, it is very frequent 
indeed that alterations in design are made after the work has commenced, 
and these can be carried out much more readily in steel frame 
buildings than in reinforced concrete buildings. Indeed, alterations in 
concrete buildings are often practically impossible after construction 
has commenced. The other consideration is that of speed in erection. 
It is dangerous and often impossible to hasten the erection of a reinforced 
concrete building, and, generally speaking, the time taken is considerably 
greater than the corresponding period for a steel frame building. 

It has happened in the case of a very valuable site that the rent of 
the site for the difference in periods of erection of the two types has 
been sufficient to make it cheaper to use a steel frame building than a 
reinforced concrete building. It is, of course, not often that very 
expensive sites are used for factory buildings; but, on the other hand, 
it is a very important consideration to a manufacturer once he has 
decided upon putting up his building to get the use of it at the earliest 
possible moment so that his manufacturing may begin. 

The only sure way to make a decision in a particular case between 
these two methodseof construction, is to have competitive designs 
prepared by firms specialising in each of these types of construction 
immediately the dimensions and type of building are decided upon. These 
designs should be carefully costed and resulting estimates compared. 
It may very well be that the dimensions of the building alone will rule 
out one or other of the two types of construction. 


Lay-out of Buildings 

As has been stated already, preliminary lay-outs should be prepared 
for each department before deciding upon the size, shape, and type 
of the building. The conditions that will govern these lay-outs are the 
size and shape and method of driving of the machines, the number of 
machines, the method of feeding the machines with material, and removing 
finished parts, as well as what may be called the auxiliary places in 
connection with the department; viz., supervision, the inspection and 
stores of material, appliances, and product. The question of lighting 
must also be carefully considered in connection with the placing of the 
machines, especially with side lighting, as in the case of multi-story 
buildings. 

The man in charge of a department should be isolated and yet with 
easy access to the work he is supervising—isolated in order that he 
can give thought and care to the discharge of his routine duties without 
being liable to frequent interruption, and, as far as possible, protected 
from the noise. When it is possible, a very good plan is to have the 
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foreman in a glass box as nearly as possible in the centre of his depart- 
ment and raised a little above the general level of the floor, so that he 
„can see every portion of his department by merely turning his head. 

When the departments have been laid out in this way, each as a 
unit, they can be fairly readily assembled together, and the means and 
the method of communication between them be decided upon. 

As far as possible, the area covered by a department should be well 
defined and clearly marked so that a foreman, who is well acquainted 
with each of the employees under his supervision, can recognise at a 
glance any stranger who enters his department, and readily decide 
whether the visit is a legitimate one or not. The entrances and exits 
to his department should be under his eye, so that he may observe the 
coming and going of his employees. 


Lay-out of Site 


When the site has been selected, and the number, size, and design 
of buildings to be erected upon the site are decided upon, a large scale 
drawing of the site should be prepared showing position of the railway 
access and position of the road access, and where the site is not a level 
one and is not intended to remain level, sections should be plotted 
to an exaggerated scale. Then the process of laying out the site will be 
similar to the process of laying out the buildings; the things to be con- 
sidered being the point at which goods arrive, and at which the finished 
product leaves the works, the point at which the workpeople enter and 
leave the works, the positions of offices for checking the arrival and 
departure of people, and the arrival and departure of goods; the 
unloading point ; the position of stores and stock yards for raw material ; 
the lines of communications between these and the buildings in which 
the raw materials are used; the positions of the buildings in which the 
processes are carried out, bearing in mind the possibility of interruption 
of light; the lines of communication between the various buildings ; 
the despatching point and the line of communication between the 
buildings and the despatching point, which will, of course, be somewhere 
in the neighbourhood of the warehouse, or the point at which the finished 
material leaves the last process. 

It is not possible in a general statement of this kind to say very 
much that is definite either about the laying out of buildings or about 
the laying out of sites. What can be said is that, generally, lines of 
communication should be perfectly definite and as short as possible, 
should provide ample accommodation, and should not, if it can possibly 
be avoided, cross one another, so that there may be no confusion and no 
congestion. They should be so laid out as to reduce the handling as 
much as possible. 

405 








Business - Organisation - and « Management 





In considering the whole of this question of Works Lay-out, the 
ideal that is kept clearly in view throughout should be “ Continuity of 
Operation.” As far as possible, from beginning to end, there should be 
a continuous flow of work and material from the entrance to exit. This, 
of course, is an ideal that will hardly ever be realised, but it is an ideal 
that should always be kept in mind and, as far as possible, approached. 
Intermittent operation inevitably means increased handling, and increased 
space for storing and stocking, and whilst these cannot, of course, be 
altogether avoided, they should be reduced as much as possible from the 
point of view of handling alone. Obviously, the best plan would be for 
the material to pass substantially in a straight line—in most cases, 
however, this would give a site in which the entrance and exit are very 
long distances apart, and this is undesirable for other reasons; but 
usually it will be possible to arrange that the material passes along a 
perfectly clear, definite, and continuous line, without crossing or interrup- 
tion, and still have the point of entrance and the point of exit within 
reasonable distance from one another. 

Where the ground has a natural gradient, the question of moving 
material by gravitation should be considered, especially where the 
material is of a weighty character. 


Conclusion 


In designing and laying out a factory, one should never hesitate to 
ask expert advice in any particular line, but should be very careful 
indeed to scrutinise that advice when received, and to accept-it or reject 
it in the light of one’s own expert knowledge of the business under 
discussion. In other words, an expert may advise you as to the working 
of a particular process or a particular appliance—his advice may be 
exceedingly valuable, but, after all, nobody knows your business and 
all its requirements better than you do yourself, and consequently no 
one is so qualified to make the decision. Whether you make the decision 
or not, you will have to take the responsibility for it and to pay for it 


if a wrong decision is made. 
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This article contains information of the greatest importance to every secretary of a 
public company, and should be carefully noted. 


Notes for the Company Secretary 


By ALBERT CREW, Barrister-at-Law 
Author of “ Company Law for Business Men.” 


VI. The Secretary 
1. HIS LEGAL POSITION 


A Secretary is a Mere Servant 
A SECRETARY of a company is given a very lowly and humble 
position by Esher, M.R., in Barnett v. South London Tramways 
Co. (1886), 18 Q.B.D., at p. 817. He said, “ A secretary is a mere 
servant ; his position is that he is to do what he is told, and no person 
can assume that he has any authority to represent anything at all; 
nor can any one assume that statements made by him are necessarily 
to be accepted as trustworthy without further enquiry, any more than 
in the case of a merchant it can be assumed that one who is only a clerk 
has authority to make representations to induce persons to enter into 
contracts,’ and Fry, L.J., in the same case, said “ I see no reason why 
the secretary should be held to have had authority to make these repre- 
sentations-so as to bind the company by way of estoppel. It is suggested 
that the Court will take cognizance of the nature of the office of a secretary, 
and that such an authority is ordinarily incidental thereto. I do not 
think that is so.” 

As a general proposition of law, the judgment of Esher, M.R., is 
doubtless perfectly correct, assuming that the secretary is only a mere 
servant, though if he is only a mere servant, it is suggested that the 
secretary might be consoled with this mark of humility by giving servant 
a capital S. 

But a secretary may be, and usually is, not only a mere Servant, 
but also an officer of the company and its agent. 


The Secretary is not only a Servant, but he may be an 


Officer of the Company and also its Agent 

As a rule, it may be said that the secretary is the servant of the 
directors, an officer of the company, and often the agent of the company 
and/or the directors. His position depends largely on the authority that 
is given to him by the directors, either expressly or impliedly. His 
duties are not usually defined by the articles. 

Primarily, the directors are the agents of the company. ‘ What 
is the position of the directors of a public company? They are merely 
agents of the company. The company itself cannot act in its own 
person, for it has no person; it can only act through directors.” Per 
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Cairns, L.J., in Ferguson v. Wsison, 1866, 2 Ch., at p. 89: The directors 
may delegate some of their powers to the secretary, and if they do, any 
person relying upon a representation made by the secretary within the 
scope of his authority can look to the company to make good the repre- 
sentation ; but the secretary is in the position of any other agent, and if 
he makes any representation outside the scope of his authority or duty, 
the company will not be responsible, and the secretary will take all 
personal liability. 


Share Certificates Issued Without Authority 

Hence, in Ruben v. Great Fingall Consolidated (1906), A.C. 439, 
it was held that in the absence of any evidence that the company ever 
held out the secretary as having authority in this behalf to do anything 
more than the mere ministerial act of delivering share certificates, when 
duly made, to the owners of shares, the company were not estopped by 
the certificate (to which the seal of the company was affixed by the 
secretary fraudulently and without authority) from disputing the claim 
of the appellants, or responsible to them for the wrongful action of their 
secretary. The principle underlying the above decision, and cited with 
approval by Lord Davey, at p. 446, was that of Willes, J., in Barwick v. 
English Joint Stock Bank (1867), L.R., 2 Ex. 259. “The master is 
answerable for every such wrong of the servant or agent as is committed 
in the course of the service and for the master’s benefit, though no express 
command or privity of the master be proved.” 


The Principle of Lloyd v. Grace Smith 


But a company will be estopped by the fraud of its secretary in 
cases where it is his duty to deal with the matter. In Lloyd v. Grace Smsth 
(1912), A.C., 716; it was held that Barwick v. English Joint Stock Bank 
(supra) is not an authority for the proposition that a principal is not 
hable for the fraud of his agent, unless committed for the benefit of his 
principal, and held that a principal is lable for the fraud of his agent 
acting within the scope of his authority, whether the fraud is committed 
for the benefit of the principal or for the benefit of the agent. 

Thus, the decision of the Court of Appeal in British Mutual Banking 
Co., Ltd., v. Charnwood Forest Rail Co. (1887), 18 Q.B.D., 714, that a 
company is not liable in an action for deceit for the fraudulent acts of 
its secretary committed, not for the general or special benefit of the com- 
pany, but for the secretary’s private ends, would no longer be upheld. 


Forged Certificates 

` The decision in Ruben v. Great Fingall Consolidated (supra) remains 

good law, since in that case the seal was affixed by the secretary fraudu- 

lently and without authority to a share certificate, and the signatures 
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thereon were forged. In this case Lord "Macnaghton said: “ The fact 
that this fraudulent certificate was concocted in the company’s office 
and was altered and sent forth by its author from the place of its origin, 
cannot give it an efficacy which it does not intrinsically possess. The 
secretary of the company, who is a mere servant, may be the proper 
hand to deliver out certificates which the company issues in due course, 
but he can have no authority to guarantee the genuineness or validity 
of a document which is not the deed of the company.” When this case 
was in the Court of Appeal (1904), 2 K.B., at p. 729; Stirling, L. J., said: 
“ It was suggested that inasmuch as the document appeared, on the face 
of it, to satisfy the requirements of the articles of association, the plaintiffs, 
acting as they did in good faith, were not affected by irregularities in 
the proceedings of the secretary, Mahoney v. East Holyford Mining Co., 
L.R. 7, H.L. 869. To mere irregularities the principle of that case 
no doubt applies, but it has never been extended to forgery, a forged 
instrument being simply null and void.” 

In Joseph Rand v. Craig (1919), 1 Ch., the responsibility of a tortious 
act of a servant was considered, and as the acts of the servant which were 
complained of were not done in the course of, but were altogether outside 
the scope of the employment, the master was held not responsible. 
Neville, J., at p. 6, said: ‘‘ There seems to me to be a natural distinction 
between a case where a man directs another to do a particular act (t.¢., a 
servant) and a case where a man in business appoints an agent for the 
purpose of carrying on the business, and holds out that person as the 
person to whom the public are to apply, if they do business with him.” 

In short, if the secretary acts as agent for the company within the 
scope of his authority, the company is liable; but not otherwise. 


Forged Cheques 

Thus, in Kepitigalla Rubber Estates v. National Bank of Indta (1909), 
25 T.L.R. 402; where the secretary of a company forged the signatures 
of certain of the directors to a number of cheques purporting to be drawn 
on behalf of the company, and obtained payment thereof from the 
company’s bankers, it was held that the fact that the directors had not 
regularly examined the company’s cash book and pass book during 
the period within which the forgeries were committed did not preclude 
the company from recovering from the bank. 

Lord Tenterden’s Act, (The Statute of Frauds Amendment Act, 1828) 
Sec. 6, provides that no action shall be brought whereby to charge 
any person upon or by reason of any representation, etc., unless such 
representation be made in writing, signed by the party to be charged. 

In Hirst v. West Riding Unsons Banking Co., Lid. (1901), 2 K.B. 
560; it was held that the word person includes a corporation; and 
therefore an incorporated company is under the terms of that section, 
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not liable for a false represeritation of the kind contemplated by the 
section, made in a letter written and signed by their agent, since a 
signature by an agent is not sufficient, Swift v. Jewesbury (1874), 9 Q.B. 
301. 


Delegation of Powers to Secretary 

The articles often direct that the exercise of the powers of the company 
shall be in the hands of the directors. Whether delegation to the sec- 
retary is possible depends on whether the acts must be done by the 
directors only or not. If delegation is possible, then it becomes a matter 
for consideration whether any such delegation has been expressly made, 
or whether the course of business has been such as to give the secretary 
an implied authority. This, of course, depends on the circumstances 
of each particular case. 

Thus, it appears that a secretary is an agent for a company if he 
does any acts within the scope of his employment and authority, and 
it is immaterial whether those acts were done for his personal benefit 
or for the benefit of the company ; and that if he acts in a representative 
capacity, e.g., to make representations for the company under Lord 
Tenterden’s Act, 1828, or to sign or endorse bills, he must add words 
to his signature indicating that he signs for and on behalf of the company, 
and the Bills of Exchange Act, 1882, Sec. 26, provides that the mere 
addition to his signature of words describing him as agent or as filling 
a representative character (e.g., secretary) does not exempt him from 
personal liability. A secretary who makes fraudulent misrepresentations 
will be personally liable for his wrongful acts, as well as when he does not 
in truth and in fact act for and on behalf of the company. Although 
as a mere Servant he must obey orders, he must not, as any other servant 
must not, do anything that he knows to be wrong or fraudulent, and if 
he knowingly takes part in the issue of a fraudulent prospectus he will 
be personally liable. 


The Authority of the Secretary 
Prima facte, a secretary has no authority to bind a company, either 
by contract, or by making admissions, and he is not entitled to commence 
proceedings in his own name. But where actual authority is shown, 
his signature will be sufficient to bind the company in cases within the 
Statute of Frauds, and the company will be liable for his acts. Mis- 
representations by the secretary, even if innocent, will not bind the 
company; Barnett v. South London Tramways (1887), 18 Q.B.D. 815; 
but apparently the company would be liable for the secretary’s negligence 
in the ordinary course of his duty, Tendring Hundred v. Jones (1903), 
2 Ch., 615. 
(To be continued.) 
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Details of an efficient system of stores accounting, which is simple, economical in tis 
working, and fully informative, are given in this useful article. 





Stores Accounting 


By Josaea E. Stronn, F.S.A.A. (Hons.), F.S.S., A.O.1.8. 


HE proper treatment of stores is one of the most important questions 
connected with up-to-date accountancy methods, and no system 
of account-keeping can be termed complete which does not provide for 
the systematic recording of the receipt and issue of stores. Such records 
are indispensable to the keeping of accurate cost accounts, and the fact 
is now being generally appreciated that, viewed as an asset, stores are 
the equivalent of cash, but more readily open to misuse or loss in the 
absence of proper organisation and efficient supervision. The Stores 
Ledger Clerk by referring to his ledger should be able to state the exact 
balance of any kind of materials on hand with the same facility and 
precision as the cashier, by referring to his Cash Book, can ascertain 
the exact balance of cash in the bank. 

Efficient supervision can only be instituted and maintained by a full 
system. The requirements of such a system involves a scheme of books 
and records suitable to the business and additional to the ordinary 
financial books. These books can, and should be, of a simple and easily 
intelligible character, and so arranged that the recording process is 
simplified as much as possible. Only by such means will the whole 
system run smoothly and the maximum results be obtained at minimum 
cost. An elaborate system is not necessarily the best, but to be effective 
it must form an integral part of the book-keeping system, and it should 
be so framed as to afford complete touch with the materials from their 
purchase to their final consumption. It is believed that many concerns 
still regard stores received in bulk for future use as final transactions 
instead of being treated as supplies to be subsequently accounted for. 


The System ` 

The exact details of any system will naturally have to be adjusted 
to the circumstances attaching to the particular concern, the number 
and situation of the Stores Depots, classes of materials dealt with, and 
staff available, etc. The fundamental principles are, however, the same, 
and if a system of general application is set out it can easily be adapted 
to meet special cases. 

The following are the details of a system of stores accounting which 
has proved its value; it is simple, economical in its working, and gives 
all the information which can be required. 


Storekeeper’s Requisition 
The first step in the transactions is the Requisition for Goods. This 
form (Specimen No. 1) is made out by the storekeeper when his Bin Card 
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tells him that his stock of certain materials is getting low and needs 
replenishing. The forms are on the carbon copy principle, bound in 
books, and consecutively numbered. When the requirements have 


[Spsciuen No. 1.] 
STOREKEEPER’S PURCHASE REQUISITION. No. em 


Storekeeper 1s 
keeping his 
S m ac 


cordance with 
pec ATIT gee 





received the approval of the Head of the Department the original is sent 
to the Ordering Clerk, and the counterfoil retained by the Storekeeper 
for reference and insertion of date of receipt of goods. If an Ordering 
or Purchase Department is in existence the original would be sent here. 
Such a department affords many advantages ; all requisitions for goods 
would have to be submitted to and all orders issued from it; this would 
allow of the Manager obtaining a greater control over the purchases than 
if each departmental head were allowed to order independently, and 
further he would be able to contract more favourably for goods to be 
supplied in bulk or in greater quantities. l 


Orders for Goods 


When the requisitions have been approved the orders are prepared 
and despatched. All such orders should be made out on ‘official order 
forms, and it should be an understood regulation that no goods may be 
ordered except on such forms. This is a most important regulation, 
and it should be strictly adhered to. The official orders are on the carbon 
copy principle, consecutively numbered, prepared in sets of four, and 
distributed as follows—one copy retained by Ordering Department, one 
sent to Accountant’s Department, one to the Storekeeper, and the fourth 
(often with an official form of invoice attached) is sent to the supplier. 
A form of order including invoice is shown (Specimen No. 2). This form 
has many advantages, the chief and most important one being that with 
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a proper system of registration and examination of such invoices when 
received from the creditors it 1s practically impossible for an account to 
be passed for payment twice in respect of the same goods. 

If the size of the business or extent of transactions does not warrant 
the formation of a separate Purchase or Order Department each head of 
department will be made responsible for the issue of all orders in con- 
nection with his department. Only heads of departments authorised 
to order goods will be supplied with order books. 


Receipt of Goods 

When the orders have been despatched the Storekeeper is notified (by 
means of the carbon copy sent to him) so that he may make arrangements 
to receive the goods. It is naturally a great convenience if all goods can 
be received at a central store, and if this can be arranged many advantages 
will be gained. 

The Storekeeper’s duty commences with the receipt of the goods. 
All goods should be accompanied by a Delivery Note, and these should 
be impressed on the back with a rubber stamp as follows— 


a? SPR COHE Se yh FOP HETERO tts FH F PER SOR EDCH EEE HHH SD *#H BEE sesvete 
Bin No. (or Stores Ref, No.) SCORER REY ASH EPOR ASP e SFADHSSHER AHHH HORAK Re Baas 
Compared with Official Order... sess se ssesrssrsersneassssaesese oe ; 
Stores Ledger Folio .usessssssesesesesuasnrsase ersen: araa iu So ra 


The Storekeeper checks the quantities received according to the 
delivery notes, and reports to his chief in order that the goods may 
be examined as to quality before being taken into store. If the goods 
are correct as to quantity and quality the note is initialled by the respec- 
tive parties to the examination, and passed on to the Order Clerk. Here 
it is compared with the counterfoil copy of the order (previously retained 
by him), so that any discrepancies between goods ordered and those 
supplied can be dealt with at once. It is then sent to the Stores Ledger 
Clerk to make the necessary entries in the Stores Ledger. The Delivery 
Notes are filed in date order and thus a chronological record of goods 
received is preserved without the necessity of keeping a Goods Received 
Book. 

A great advantage accrues from the Delivery Note being dealt with 
in the manner described above. The accounts when received from the 
suppliers can be checked in the office by the Stores Clerk, and need not be 
sent to the Storekeeper for examination at all. This method saves a 
great deal of time and also anxiety with regard to lost or mislaid invoices 
and accounts. Further the Storekeeper has no necessity to know the 
prices which are being paid for the various classes and grades of goods 
which he handles. 
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Stores Rejected and Returned 


Details of all goods rejected and returned should be entered in a 
Stores Returned Book. This book (Specimen No. 3) is on the carbon 
copy principle, prepared in triplicate by the Storekeeper, and after being 
initialled by the officer rejecting the goods, the copies are distributed as 
follows—one copy retained by the Storekeeper, one to the Accountant's 
Department, so as to ensure the receipt of a proper credit note in due 
course, and the third sent to the Order Clerk for noting on his counterfoil 
of the order. 


Stores Issued 


We now come to the part of the system which deals with the issue of 
stores, and the regulations in connection therewith should be framed so 
as to prohibit the issue of any materials from stores except on an order 
signed by an officer authorised to withdraw materials from store. This 
order is termed a Stores Requisition or Stores Warrant (Specimen No. 4). 
They are also on the carbon copy principle, consecutively numbered, 
and usually prepared in duplicate, one copy being retained for reference, 
the other sent to the Storekeeper as a request for the goods. In some 
cases a delivery note is attached to the copy sent -to the Storekeeper ; 
this accompanies the goods and is signed by the receiver. «This is, how- 
ever, not necessary as the goods can be signed for on the Requisition 
Note as shown on the specimen. 

When executed the notes are initialled by the Storekeeper and 
forwarded to the Stores Ledger Clerk. If delivery notes are attached 
in the first place he would subsequently receive these also. After being 
analysed the requisitions are filed in date order according to departments 
for future reference. The Stores Ledger Clerk should check the notes 
by means of the serial numbers to ascertain that all requisitions issued 
up to date have been received by him. 


Analysis of Issues 


It will be noted that the purpose for which the goods are required 
is to be stated. The entries in this column of the Requisition Note are 
important as they form the basis of the allocation of the issues and the 
subsequent charging of the stores used to the Departments or Jobs 
concerned. It is advisable to test these entries frequently. 

If the transactions are not numerous the analysis can be made in the 
Stores Ledger in columns specially provided (see Specimen No. 5). 
Otherwise it is prepared on loose sheets containing a number of analytical 
columns, summarised weekly or monthly according to the requirements 
of the business, and, after the total column has been agreed with the 
total issued, this figure is posted to the credit of the Stores Ledger 
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STORES RETURNED No. 
| S | Remarks, 
No. To Whom S N S N ge 
Date, of Articles Or timed. Price. | Amount, Led. | By Whomj Reason for Goods 
Re Quan. l Fo. Rejected. | bemg Rejected. 








{[SpzucrwEN No. 4.) 
STORES WARRANT. 
No goods may be issued by the Storekeeper except on production 
of this Warrant, 


To STOREKEEPER, 


Account or Job 
No. to be 





Issued the above goods._..._.___._.__.____Storekeeper. Signature of Officer 
requiring above goods: 


Received E ae eaae a ea 


+ 


Accounts, and the’ separate amounts to the debit of their respective 
job accounts or heads of service. 

Where the same kind of article is being constantly used for the same 
purpose it becomes advisable to curtail the numerous entries which would 
be necessary if each item were posted singly, for not only would they 
require posting singly but it might be found that the pricing of individual 
items would run into decimal places. Here a branch of the tabular 
system would be an advantage. The requisitions as received would be 
entered in quantities only in suitably ruled tabular books. Weekly or 
monthly the quantities would be totalled and such total with one sterling 
calculation only posted to the Stores Ledger. This means, of course, 
that the Ledger is not a complete record of the stores transactions except 
at the end of the week or month. The saving of time and labour effected 
however amply justifies the adoption of this method. 
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Actual experience must be allowed to decide the headings on the credit 
side of the Ledger for the allocations. The Specimen ruling (No. 5) 
shows ten columns. In practice these would probably be found ample 
as but few materials are used for more than ten purposes. Therefore it 
is better to leave the allocation headings in blank and adjust them to the 
needs of the particular account as is found necessary in actually working 
the system. In the aggregate summary of allocations, however, it will 
be necessary to provide for all of the headings affected. 

While on the subject of issues, it will not be out of place to suggest 
that advantage should be taken to make a continuous examination of 
the records of issues with the workmen’s daily time sheets. It is almost 
impossible for materials to be used in carrying out work without a corre- 
sponding item for wages. Any discrepancies in this enon should 
result in an immediate and strict inquiry. 


Charging Out Issues 

The proper method of calculating the values of materials issued from 
stores is a matter which requires careful treatment. Where chargeable 
work is concerned this question assumes a most important aspect. For 
instance, the price of lead fluctuates widely and if it is part of the book- 
keeping system—as it undoubtedly should be—to show the exact cost 
of each department or job the basis adopted is not an unimportant 
factor. Where goods are supplied at a fixed contract price there is, 
of course, no difficulty in basing the issues on that price, unless the 
contracts for supplies are not co-terminous with the financial period. 
The general practice in many concerns where different prices are involved 
is to price the issues in the order in which purchases are made, t.e., if a 
No. 1 consignment of “ A ” goods is bought at 2s. 6d. a Ib. all issues of 
“ A” goods would be priced out at that figure until a quantity equal to 
No. 1 consignment is exhausted, and so on. Thus at the end of the 
year the stock on hand would be priced at the rate at which the last 
consignment was purchased. 

In addition to the actual cost of the materials issued there are usually 
a number of individual items to be charged to the services concerned. 
Such items inelude charges for handling, delivery, storage and general 
expenses of upkeep of stores depot. The actual increase in the value 
of any materials owing to labour directly expended upon them before 
issue should also be included in the price charged to the services. 


Stores Ledger 

This book is the most important book used in stores accounting. 
In it are focused all the various transactions as they take place, and 
from its pages one should be able to obtain all the information necessary 
regarding stores. Specimen No. 5 shows the form recommended. 
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A loose-leaf book lends itself admirably to the purposes of such a 
ledger. The binder is capable of holding sheets ruled to any pattern 
placed in any order, and there need never be more sheets in the Ledger 
than articles dealt with. (The Loose-leaf System was dealt with in an 
article published in the October number of BUSINESS ORGANISATION 
AND MANAGEMENT.) 

K gt will be observed that this form of ledger is a combination of three 
books: Ledger, Goods Received Book, and Goods Issued Book, the 
resultant advantages being— 

1. Saving of time; entries are posted direct from the original docu- 
ments. If separate books are used much waste work is involved in 
entering first in the subsidiary books and then posting to the Ledger. 

2. The Ledger is always up to date. This cannot possibly be so when 
other work has to be done before the Ledger is posted. Any system of 
stores accounts loses its value unless it be kept strictly up to date. 

3. Owing to the greatly reduced number of postings the chances of 
errors occurring is greatly minimised. 

4. The Ledger being constantly up to date, the balance of stores on 
hand on any account may be immediately ascertained. Two advantages 
result from this: (1) Stock-taking can be performed in sections at any 
time and differences inquired into before any length of time is allowed to 
elapse. (2) A most effective check is obtained promptly on the Store~ 
keeper, who may be called upon at any moment to report and if necessary 
produce for inspection his actual stock. 

It will also be noted that columns are provided for the insertion of 
price and amount. This is absolutely necessary if proper control is to 
be maintained. The two columns are entered from the invoice when 
received by the Stores Clerk for checking with the quantity entries in 
the Stores Ledger. 

The accounts in the Stores Ledger should be classified according to 
the particular requirements of the business. It is advisable to have a 
separate folto or account for each article dealt with. Ifa number of articles 
of a simular kind, e.g., brashes, but of different sizes and prices, are included 
in one account the records cannot obviously be so complete, nor is there 
such a good check upon the Storekeeper. The importance of the point 
is more apparent at stock-taking, as if all are included in the one account 
the balance is a composite one and must be dissected if the balance in 
hand of each class is desired to be known. 


What Items should Pass Through the Ledger 


Another point of equal importance which requires to be carefully 
considered before a stores system is inaugurated is the question as to 
what items shall pass through the Stores Ledger. Shall the Ledger only 
include articles which pass into actual possession of the Storekeeper to 
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the exclusion of all others, or shall it include all purchases of stores 
including those purchased specially for and used on a particular job, 
and which are delivered direct to the job? Unless this question is care- 
fully considered and the method to be adopted definitely decided upon 
at the commencement complications will surely arise and the system fail 
to achieve the results desired. Obviously for the system to be a complete 
record of all stores transactions aff goods received whether actually taken 
into stock or not should be included in the Ledger. The foremen on the 
various jobs could be provided with special slips upon which to notify 
the Stores Ledger Clerk of all such deliveries. These would then be 
treated as delivery notes and requisition notes combined, and from them 
the necessary debit and credit entries Would be made in the Ledger. If 
any considerable quantity of such materials are unexpended at the end 
of the financial period their value would of course have to be taken into 
account in arriving at the cost of the work. The treatment of the problem 
will naturally vary according to different local circumstances, but if this 
method is not used it must be remembered that charges to the respective 
accounts would come from two sources, some by direct allocation on the 
invoices, and some through the stores books and no real saving of labour 
result in the long run. 


(To be concluded.) 
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In many businesses the Cashier keeps the Cash in his own particular way—there 
is only really one proper way for all businesses, which is described below. 





The Cashier and the Cash Book 


By W. REGINALD Bray. 


HERE should be one Cash Book in which is entered every receipt 
without exception, the totals of such receipts being totalled up and 
extended daily into the outer column called “ Bank Column.” This 
extension figure should agree with the total of the paying-in slip—should 
there be two payings-in in one day then there should be two totals exten- 
ded; in other words, a total made every time a paying in takes place. 

All cheques drawn are entered as usual on the other side. 

A balance should be struck every month and agreed with the Bank 
Pass Book, and the reconciliation should be entered in the Cash Book 
at the end of every month in ink as a permanent record. 

Should it be necessary to prevent the staff ascertaining the balance 
or overdraft at the bank, this is easily done by introducing a Summary 
Cash Book, in which the totals of the cash receipts and cheques drawn 
are entered daily. The balance would be then struck in this book, and 
the reconciliation also entered herein. 


Salaries and Wages 


For the payment of Expenses, Salaries, Wages, etc., a Float Book 
should be utilised. 

After ascertaining the approximate weekly expenditme for all 
purposes which would aggregate £20, £100, or even £1,000, a cheque 
should be drawn which is debited in the Float Book. At the end of 
the week it is assumed that with a float of £300, £286 15s. 10d. has been 
disbursed. A cheque is then drawn for £286 15s. 10d., which is again 
debited, bringing up the float to its orginal figure of £300. 

Every week therefore, whatever the float may be, a cheque is drawn 
for the exact amount of the previous week’s expenditure. 

Many cashiers are allowed to utilise small amounts of cash received 
for petty cash purposes, but this should not be permitted and the only 
exception to the rule laid down above is the Cash Sales Book, the total 
of which is handed over to the cashier, so soon as it has been ruled off, 
who enters it up in his Cash Book as one item, ‘‘ Cash Sales,” with the 
period covered, and initials the Cash Sales Book on receiving the cash. 


How to Prevent Fraud 
To prevent the many frauds which are ‘perpetrated by cashiers, a 
strict supervision should be exercised by his superiors either by a weekly 
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or monthly audit, including the vouching of amounts received with the 
countertoils of the receipt books (which is of vital importance). 

The cashier should— 

(1) Not be allowed to post cash to any ledger. 

(2) Be made to take holidays. 

(3) Have every total in ink on every page as completed. 

(4) Be insured (Fidelity Guarantee). 

(5) Not travel on foot with large sums of money; a cab once a week 
for the purpose of cashing the wages cheque (if the bank was far away) 
would not cost £15 per annum. 

(6) Not be allowed to make advances to the staff except upon a signed 
slip from the owner of a business or director of a company. 

I have previously referred to one Cash Book or in addition (if neces- 
sary) a Summary Cash Book, but this phrase must not be taken too 
literally, and perhaps it would be more correct to say one Cash Book 
in which every receipt is entered (either in detail or total) and every 
cheque drawn. 

For instance, it may be convenient to introduce fourteen Cash 
Received Books and four Cash Payments (cheques only) Books, that is 
to say, one-sided Cash Books either containing receipts only or payments 
only, for the purposes of splitting up the posting or for Agreement Ledger 
purposes, but this in no way alters the duties of the cashier, as he would 
then have the following entries in his main Cash Book— 

RECEIPTS. PAYMENTS. 


s. d, | 1921. £ s. d. 
Jan. 8. By Sundry per C.B. 1 


on Le 


1921. 
Jan. 8. To Sundry per C.B. 


$s r 


a? o ” 


i GO bo 


1 

2 

3 

7 4 
++ +: 5 
tt 8 
oy ” 7 
as r? 8 
aa ae 9 
ve oP 10 
W 11 
a o? 12 
+t Fr 13 
14 
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If the business necessitates a very large number of petty items there 
is no reason why the cashier should not run a sub-float which would be 
kept by some responsible clerk in the counting house. 

The amount of the float need not exceed £5 or perhaps £10 at the 
most, and the clerk responsible for it would be reimbursed by the cashier 
every week in exactly the same way as the cashier himself is reimbursed, 
by cheque drawn on the bank. 

Both Float Books as déscribed should be made to form part of the 
double-entry book-keeping, viz., by using analysis columns for dissecting 
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A system which will greatly facilitate the onerous and responsible duties of the pay 
clerk is here outlined. 





the expenditure under the headings required and posting the totals 
monthly. This point has been mentioned as it is the practice of so many 
cashiers to use petty Cash Books, which are nothing more than memo- 
randum books, the totals of which are usually entered at the end of the 
Cash Book once a month. 

This method, being a very antiquated one, should be abolished. 

In checking cash at odd periods, for instance, this book must be 
always totalled and brought in for balancing purposes, whereas if it 
were treated as a Float Book on its own, it would be checked as one book 
and not as forming part of another. 

If these methods are carried out by those firms who have never tried 
them, they will never revert to the old system, for they will find that 
confusion will be avoided, time will be saved, especially in preparing bank 
agreements, and that the auditors will not be able to recommend a better 
system of recording cash transactions satisfactorily. 





The Payment of Wages 


By A. OLEGA, A.O.LS, 


ko concern has its different system of paying wages and all more 
or less have to comply with the various Acts which have been passed 
for the benefit of the employees. 

It may interest your readers to enumerate some of the items which 
have to be dealt with and also to generally show the system of payment 
of wages by a concern which has employees on outside jobs as well as 
in the works. 

In recent years the work of the pay clerks has considerably increased, 
as not only have the National Insurance Acts been extended, but income 
tax returns have to be made for the manual worker, the Workmen's 
Compensation Act has to be dealt with, and last but not least, the advent 
of paper money has made the handling of wages much more laborious 
than formerly. 

Calculating machines and the latest office appliances have helped 
to ease the situation so far as the changes in rates are concerned, and tak- 
ing all into consideration, I think it will be agreed that the pay clerks 
have kept pace with the altered conditions in a very satisfactory way, 
and the systems at present in use are much more reliable and facilitate 
rapid working than in the past. 


Manual Workers’ Income Tax 
The returns required quarterly can be made out very quickly if a 
form or card is kept for each man, divided into quarters, and each week’s 
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wages entered thereon. All that is required is the total for thirteen 
weeks for the Income Tax Return. 


EMPLOYEE’S WEEKLY WAGES RECORD. 
APOPA Add ore No. 


First QUARTER. | Sxconp QUARTER. |  Tamn Quarrzr. =| Fourm QUARTER. 


Els [ Wek Hnding. |f [+a Week Endmg, i£ (la. 









The foregoing is a reproduction of the card supplied by the well- 
known firm of Messrs. Kenrick & Jefferson, Ltd., who also supply the 
cabinet and all complete. 

It is advisable to keep the cards in numerical order in a cabinet in the 
same order as the pay sheet, or, as an alternative, they may be kept in 
alphabetical order or split into departments, in the latter case different 
coloured cards could be used for each department. i 

As in many concerns there may be many different deductions from 
wages such as National Insurance (Health and Unemployment}, breakage 
of tools, etc., the making out of the pay-slip showing the employee how 
his wages are arrived at, a considerable amount of time is taken up, 
and these of course must be carefully checked with the wages sheet to 
prevent errors. In many concerns the system called ‘‘ Carbo-type ” 
is used. By this system the making out of the wages sheet and the 
pay-slip is done at one operation by using a carbon sheet which duplicates 
the details on to a back sheet which is perforated and can be torn into 
small slips to put in the wage packet. 

It is also advisable to keep staff cards for each employee, giving 
particulars of training before joining the company, experience whilst 
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with the company, private address, together with particulars of pay and 
the variations which have taken place from time to time. The following 
is a sample— 


SURNAME BORN 19 
CHRISTIAN Namxs (in full) No 





ADDRESS 






SALARY OR 








| rf 
P|. 





(Reverse side of Staff Card.) 


SURNAME, CHRISTIAN NAME 


NOTES ON SERVICK WITH COMPANY -— 


LEFT COMPANY'S SERVICE 


REASON FOR LEAVING 





DETAILS OF PREVIOUS SITUATIONS AND TRAINING i 


£ 


Workmen's Compensation 

The work required here is to give the average wages of an employee 
for the last twelve months, or such time as he has been employed if less 
than that period for the use of the insurance company. It will be seen, 
therefore, that the card above mentioned for income tax purposes gives 
the information readily. 

When the insurance company authorises payment, the wages clerks 
have to see that the signature of the employee is obtained each week, 
when he returns to work the total compensation paid being reclaimed 
from the insurance company. 
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The allocation of wages where there is any number of staff is also 
an item which takes up a good deal of time and also requires some skill 
in splitting between Capital and Revenue Account. 

Where men are working on outside jobs and cannot come in for pay 
day their money has often to be sent by post. This all means extra 
work, as, if money orders are sent to the foreman, the men’s respective 
wages have to be collected together and a wages clerk sent to the Post 
Office for the necessary orders. Then there are the receipts to deal with, 
etc. 

When a gang of workmen are employed on a job near the head office 
it may, of course, be advisable to send a clerk to pay the men direct, 
but at any rate this all takes time, and reduces the staff available at 
head office. ` 

Since the Treasury Notes came in much more labour has been involved, 
as the notes have to be folded to fit the wages packets and take much 
more counting and handling than coins. I believe that at certain of 
the largest works in the country the notes are folded by machinery, but 
this is not the case in the majority of concerns. 

Where payment was formerly made at the works by handing the wages 
to the man as he left work, it was a regular practice to put the coins into 
a cup bearing the man’s number and just empty this into his hand, but 
this is not so common a practice now as notes do not facilitate this 
system. 

Some little time ago the writer read of Messrs. Lever Bros. initiating 
a scheme of paying wages which is both novel and saves labour. The 
scheme provides for payment of weekly wages direct to the banking 
account of each employee. 

Wages are computed up to Wednesday night in each week, and on 
Thursday evening the employee receives a statement showing the sum 
due for the week, so that any questions which may arise may be settled 
before the bank is advised on the Friday of the sum to be credited to the 
employee’s account. 

Special arrangements are made for withdrawals and where the same 
exceed £2 the stamps required for the receipts are paid for by the company. 
This scheme appears to have many advantages and might well be given 
a trial by other large concerns, as it promises to promote thrift amongst 
employees, to reduce the amount of paper money in circulation, and also 
to save time in actually counting out the wages and paying over to the 
employees. 
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This brilliant article discusses one of the most contentious problems of the day—the 
question of the workers’ right to a share in control. 





Co-Partnership and Profit-Sharing 


By E. W. Munpy, B.A., 
Secretary of the Labour Co-parinership Association. 


HI. The Future 


Lo month, under the heading of “ The Present,” I tried to set 
out some of the various methods employed for sharing the profits 
of a business between capital and labour, and of distributing labour’s 
portion among the workers. I discussed also whether the worker 
should be allowed to capitalise his dividend on wages, that is, his portion 
of the profits, whether, indeed, he should be allowed, encouraged or 
compelled to do so and in what form of capital his profits should be 
invested. 


Demand for a Share of Control 


I then pointed out that co-partnership demanded that the worker 
should not only share in the prosperity of the business in which he 
worked, that is, in the profits, and in the ownership, that is, in, the 
capital, but also in the control; and I left this somewhat contentious 
subject for discussion under the heading of “ The Future,” because, 
although in certain cases the workers have shared in control, yet there 
can be little doubt but that in the future—in the near future—we shall 
see a great extension of this element of co-partnership. If the causes 
which have led to this demand are analysed and considered they will, 
I think, be found to be of a permanent character, because they are 
mostly secondary to and emanate from a growth of knowledge and 
education. Among these causes may be placed an appreciation of the 
power of united action in Trade Unions; a recognition of the existence 
of ability in men and women of the working classes as shown in the 
management of Trade Unions, Friendly Societies, Co-operative Distribu- 
tive Stores, and the Co-operative Wholesale Society, to say nothing of 
the seventy or so separate businesses of working class origin, mostly 
carried on with the active participation of their own workers under a 
co-partnership organisation; also an increasing study and knowledge 
of economics; a healthy disbelief in the necessity for the permanent 
continuance of evil conditions of work and hfe and, finally, a feeling that 
the ordinary individual must attain in industry something of the same 
freedom and power as he has already attained in his political life. 

This demand that those who do the work shall share the control is 
not a claim sprung suddenly upon industry. As far back as the Christian 
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Socialists, the idea of self-government in industry has been made an 
ideal to be aimed at. In a less conscious way the whole Trade Union 
movement has been directed to this, and it has culminated in an extreme 
form in the Syndicalist movement. The Guild Socialist theories may be 
said to be a reaction from the claim that labour should control industry 
for its own benefit only and to have modified the demand by bringing 
in the ideal of the co-operative movement, that industry should be carried 
on for the benefit of the consumer. 


Ideal for Industry 


The staunchest advocates of co-partnership have always contended 
that industry should be a partnership of three: capital, labour and 
consumer. An illustration of this is to be found in the form of co- 
partnership used by the gas companies. The sliding scale under which 
they work provides that as the price of gas falls, the shareholders’ interest 
may rise and the worker shall receive an increasing dividend upon his 
wages. For instance, in the South Metropolitan Gas Co. before the war, 
for every reduction in the price of gas of ld. the worker received a 
dividend on his wages of ? per cent., and the dividend to the shareholder 
could be increased by 4 percent. Before leaving this point it is interesting 
to notice the ideal for industry, recently stated by Mr. B. Seebohm 
Rowntree, at a conference at Scarborough— 

(1) Industry should create wealth (t.e., goods or commodities) of such 
a kind, and in such a measure, as will enable men and women throughout 
the whole community to lead full and worthy lives. 

(2) Industry should distribute the wealth produced in such a manner 
as will best serve the highest ends of the community. 

(3) In the process of wealth production, industry should pursue no 
policy that is opposed to the welfare of the community. 

Here we have set forth as the goal of industry the good of the 
customer in the widest sense, as that of the whole community. This is 
the doctrine of service. 

It should be noted that even now the control exercised by the owner 
of a business, or by a board of directors, is not absolute, but restricted 
by State action through Inspectors of Factories, acting for the community 
in accordance with Factory Acts, and by labour acting through its 
Trade Unions. More recently, also, further restrictions of a semi- 
voluntary character are beginning through the deliberations of the 
Joint Standing Industrial Councils. 


The Claim of Co-Partnership 


The claim of co-partnership with regard to control is: That the 
horker shall acquire some share in the control of the business in which 
we works in one or other or both of the two following ways— 
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(a) By acquiring share capital and thus gaining the ordinary rights 
and responsibilities of a shareholder ; 

(6) By the formation of a Co-partnership Committee of the workers, 
having a voice in the internal management. 

These two types of control are not absolutely distinct functions, 
but they are sufficiently defined to be treated separately, because they 
can be enjoyed through two different organisations, the Board of Manage- 
ment and the Workshop Committee, even though the latter be 
subordinate to the former. 

The path from profit-sharing to sharing directional control is clearly 
that the worker shall capitalise his profits in ordinary shares. This 
gives the worker the status of ownership, the right to join in the election 
of directors, and the right to know of the affairs of the company. 
Without minimising in any way the advantages to the worker and to 
the community of this new function for the worker, it has to be confessed 
that the power exercised by the ordinary shareholder is, as a rule, very 
slight. The real power of the shareholder is exercised only by those 
who become members of the board. So we come to the suggestion that 
the workers should have certain seats on the board allotted to them. 
In most cases, unless certain seats are allotted, it would be a long time 
before any of the workers would be elected, because the aggregate holding 
of shares by the workers would generally be only a small fraction of the 
total share capital, and voting power is in proportion to share holding. 

In the South Metropolitan Gas Co. the workers have had this right 
of the appointment of employee-directors since 1889, and the South 
Surbuban Gas Co. followed suit a little later. The other directors, and 
especially Dr. Carpenter, Chairman of the former company, have 
repeatedly testified to the value to the company of the presence of these 
employee members of the board. Great difference of opinion on the 
advisability and utility of worker-directors still exists, and discussion on 
this matter was prominent at the recent Co-partnership Congress, con- 
vened by the Labour Co-partnership Association. Mr. Crothers, speaking 
for Messrs. J., T. & J. Taylor, was averse to the idea, while Mr. T. O. 
Jacobsen said that in the business of Messrs. Jacobsen, Welch & Co., 
the employees will be able to elect a director as soon as, they own 
one-quarter of the capital. 


The Employee Director 


There seems to be considerable confusion of thought on this matter. 
Many employers, who speak against the proposal, refer to it as though 
it implied giving the ultimate decision into the hands of the workers. 
But the claim is for a share in control, and this implies a voice in manage- 
ment along with, but not instead of, the shareholders. The point is not 
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as to whether the appointed employee-director will become the out- 
standing director of the board, a super-man, but whether his particular 
knowledge and outlook will be of advantage to a board’ consisting, 
presumably, not of so many replicas of one standard director, but of a 
group of individuals each bringing his own aptitudes, characteristics 
and knowledge to aid in the joint deliberations. The converse question 
is whether the knowledge that workers are present on the directorate 
will have a useful reaction on the whole body of workers? It certainly 
seems to do so in the case of the South Metropolitan Gas Co., but it is 
difficult to distinguish the effect of entry to the board from the effect 
of the Co-partnership Committee, which has existed since 1890. It 
seems almost beyond question, however, that it must tend to get rid of 
some of the mutual distrust which exists between employers and 
employed to so great an extent, and which continually causes matters 
small in themselves to bring friction and trouble, and even strikes, 
in the factories and, in the wider arena of denona affairs, creates and 
fostėrs a spirit of class antagonism. 

It will be easier to introduce workmen ected into large businesses 
than into small ones, and easier too, probably, where wages are high and 
men are chiefly employed. At the Congress, referred to above, Lord 
Bledisloe, speaking as Chairman of a colliery company, declared that he 
would welcome a “‘responsible official elected by the men to sit upon 
the board.” A very striking statement in favour of co-partner-directors 
was given in a report issued by the Boston (U.S.A.) Gas. Co. some years 
after it had adopted co-partnership in 1907: ‘ The logical extension of 
the plan by which employees secure an ownership in the business is to 
have them represented on the board of directors in order that they may 
have a voice in the management of the company. Accordingly the 
company has recently (1912) invited the nomination on the part of the 
profit sharers of a representative of their own selection to serve as a 
director of the company during the coming year.” 


Sharing Control of Internal Management 


Sir George Gibb, speaking of the railways, said: “ I doubt whether 
the workers would desire that their representatives should be members 
of the board of directors, whose function is the general supervision of 
the undertaking on behalf of the proprietors. The workers, as I under- 
stand their aims, would have no use for, nor would their representatives 
have, the necessary training and experience for the guidance and 
direction of general policy and finance. What they want is a share in 
the affairs of actual management, and anything else would not, and should 
not, satisfy them.” My own reading of the demands of the workers 
does not quite accord with this, and I am inclined to believe that several 
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of the chief Trade Union leaders would be by no means the least useful 
member of many railway boards at the present time. But if the functions 
of direction and “actual management ” are so entirely separated on 
railw@ys, as Sir George Gibb seems to suggest, then I am strongly in 
agreement with him that the worker needs and desires representation 
and power on whatever body is concerned with “‘ the affairs of actual 
management.” 

This brings one to the second sub-head of the co-partnership claim for 
sharing control, that is, the formation of a Co-partnership Committee 
or, as it may be called, the Joint Standing Industrial Works Council, 
or, more shortly, the Whitley Works Council. 

The prototype of all these is to be found in the Co-partnership 
Committee of the South Metropolitan Gas Co. This consists of repre- 
sentatives chosen by the workers in all departments, and an equal 
number of members appointed by the board of directors. These latter 
consist of the Chairman and two directors, the heads of departments 
and chosen officials of every kind. The number used to be-eighteen ~> 
on either side, but has been increased lately. Every kind of matter - 
can be brought before this committee, and, indeed, has been, and though 
the committee has no executive function, yet Dr. Carpenter stated 
recently that “ he could not remember an occasion on which the con- 
sidered opinion of the committee had been rejected by the board of 
directors.” He spoke also of the valuable assistance which this 
committee had given all through the war, both in looking after the 
dependents of those workers who had gone to the Front, and in helping 
the re-organisation within the works, which was made necessary by 
these departures, and by the new kinds of work undertaken to meet 
war demands. Similar Co-partnership Committees exist in the South 
Suburban Gas Co., the Croydon Gas Co., the Gas, Light and Coke Co., . 
and others. 


The Whitley Report and Workshop Committees 


The pressure of the spirit of the times focused in the first Whitley 
Report has led to the formation of large numbers of such Workshop 
Committees ; over 300 had been formed some months ago. The Whitley 
Report seems to have visualised a system of Joint Committees, built 
from the foundation of Works Committees, through District Committees, 
up to National Trade Councils; and although in practice it has been 
found easier to form National Councils, from the existing National Trade 
Unions and Masters Associations, yet the ultimate success of the system 
must depend upon the broad basis of the Works Committee. It is here, 
as Sir George Gibb sees, that the worker will come into contact with the 
affairs of actual management. 

It is not possible to enter into all the details of Works Committees, 
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which may be said to be mostly in the experimental stage, and of some- 
what bewildering variety. Many of them are really Social Committees, 
Welfare Committees, or deal chiefly with suggestions, or are conciliation 
bodies. In a special report, Mr. Whitley’s Committee says: “ Better 
relations between employers and their workpeople can best be arrived 
at by granting to the latter a greater share in the consideration of matters 
with which they are concerned. In every industry. . . . there are also 
many questions closely affecting daily lfe and comfort in, and the 
success of, the business, and affecting in no small degree efficiency of 
working, which are peculiar to the individual workshop or factory. 
The purpose of a Works Committee is to establish and maintain a 
system of co-operation in all these workshop matters.” This report 
also states: “ We regard the successful development and utilisation 
of Works Committees in any business. . . . as of equal importance with 
its commercial and scientific efficiency.” 


A Co-partnership Committee 

In view of this opinion, which Mr. Whitley has backed up by the 
introduction of co-partnership in his own works, accompanied by a 
Works Council, I need not labour the point further. The object of 
co-partnership is to bring about a better relation between management 
and workers, and clearly this can be done most easily by bringing the 
two together round one table. 

Messrs. J., T. & J. Taylor have a Co-partnership Committee consisting 
of thirty-seven persons, viz., six directors and the secretary, ten members 
of the managing staff, ten foremen elected by the foremen, and ten 
elected representatives of the rank and file workers. Out of this 
committee, sub-committees are formed upon which other workers may 
be co-opted, for Provident Fund, Education, Canteen, Suggestions, 
Safety and Sanitary, Entertainment, and a Housing Committee. The 
men and women who work on these committees will be preparing 
themselves for higher and more important work, as well as importing 
an interest into their daily working lives. This is a most vital matter. 
Many do not seem to realise the vicious circle which is set up through 
the worker having no interest in his work. Work done without personal 
interest leads to mental deterioration, which, in the end, spoils the 
worker from even taking any little interest he once had. Whole masses 
of workers are in this state of mind, so that the time spent at work is 
to them a large part of life taken out of life, necessarily, but still taken 
out and forming in their minds no part of the life they really live with 
any active personality. Co-partnership, Works Councils, Departmental 
Committees, are all means to fight this evil, and in so doing raise the 
general standard of intelligence and capacity of our citizens. Then 
those who do not find an outlet for their energies in higher posts within 
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the factory—and all cannot—will turn these energies to the advantage 
of their fellow citizens in the wider society lying outside the factory. 


Relation of Works Council and Profit-Sharing 

I have tried to show that in future schemes of co-partnership the 
clement of sharing control will have to enter much more deeply and 
widely. It may, however, be argued that if all I have said about Works 
Councils be true, then they will be sufficient of themselves—to attain 
the end which co-partnership pursues—without the use of profit-sharing 
and capital-holding. These two facts form the difference between an 
ordinary Works Council and a Co-partnership Committee, for in the 
latter every member is a partner in the business, sharing the prosperity 
and the ownership. It is difficult to believe that these two relationships 
between the worker and the business would not affect his efficiency 
as a committee man. Besides, all the workers cannot be on any com- 
mittee, and for these there is only the expectation, and what is, of 
course, of vastly more importance, the knowledge that their interests 
are being considered the whole time. 

But the idea should be looked at from a different angle as well. 
Suppose that a business without taking up co-partnership starts a Works 
Council, and finds that it brings harmony into the organisation, and 
that by this means the prosperity of the concern is increased. The 
prosperity will show itself in an enlarged profit. What is to be done 
with this profit? I cannot help feeling that the manufacturer or the 
board of directors will feel themselves morally bound to give a large 
- -part of this increase to the management and workers through whom it 
has been obtained. 


The Constitutional Factory 
“ln U.S.A. a movement is growing for the adoption of Constitutional 
Factories, organised with Senate and House of Representatives on the 
model of the National Government, and very extraordinary results have 
been obtained. Factories which have been almost in a state of chaos, 
manned with immigrants from a dozen European nationalities, have 
settled down, become prosperous and increased their output by 30 and 
40 per cent. No doubt wages have gone up, but it seems incredible 
that the workers should not presently ask to share the prosperity they 
are helping to create and thus share the profits, and through this means 
obtain a share of the ownership. To my knowledge one large firm which 
has adopted an Industrial Representation Plan, as they call it, is even 
now considering whether to add to it something in the nature of 
co-partnership. 

It seems to me that the same argument will hold good if any of the 
plans for getting workers to become part owners, through the investment 
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of their own savings in the capital of the business employing them, 
attain any large measure of success. Schemes of this investment type 
were mentioned in the previous article: that of Messrs. Alfred Hickman, 
Ltd., is a good example. 


The Future 

I have dealt with the future of co-partnership rather with regard 
to its development in organisation, than by indulging in prophecies as 
to its extension more widely over the area of industry. No doubt it 
will not be adopted in exactly the same form in all cases, but its principles 
of interesting every worker in his work and of ensuring a human relation 
between management and workers with the consequent adoption of 
the most highly civilised methods and conditions of work—these are 
of universal application. The ordinary mechanism of profit-sharing, 
capital holding, and co-partnership committee are, however, applicable 
to most businesses, whether large or small. Plans have recently been set 
forth for their application to both mining and railways, and experiments 
have been made for schemes in municipal undertakings. This covers 
a wide field of enterprise, and must be my excuse for keeping, in a 
business magazine, to present-day facts, instead of indulging in dreams 
of a fancy future. 

(Concluded.) 
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Three very important recent legal decisions of the greatest interest to the business man 
are here lucidly summarised and explained. 





Commercial Cases in the Courts 
By DonaLD MAoKkay, B.L., Solicitor, Glasgow 


What is Punctual Payment 


THE House of Lords in Gatty y. M aclaine, 37 T.L.R. 139, have given 
a decision of great practical interest in connection with periodical 
payments of all kinds. The facts of the case were briefly that the defend- 
ant had borrowed from the plaintiff on the security of his estate, sums of 
money amounting in all to over £36,000. The bond over the estate bore 
that the rate of interest would be 5 per cent., but this was qualified by a 
back agreement between the parties, one of the conditions of which was 
that provided the interest on the loan was punctually paid in terms of the 
bond, the lender agreed (1) not to call in the loan for a period of 14 years ; 
and (2) to modify the rate of interest to 4 per cent. In view of the present 
high rates of interest prevailing the advantage of this agreement to the 
borrower and the disadvantage to lender are obvious. A quarterly 
payment of interest in terms of the bond became payable on August Ist, 
1918, but the interest was not paid till 8th August, 1918. There were 
circumstances more or less excusing the payment but the fact was that 
the interest was not paid on the due date but six days later. In these 
circumstances the plaintiff raised the action referred to for the purpose 
of having it found and declared that in view of the above breach of the 
agreement he was entitled to call up the loan. l 


Court of Sessions Opinions 


The Judges of the Court of Session were not unanimous. Two thought 
that according to a liberal construction of the agreement punctual payment 
had been made. Such words and phrases as “immediately,” “ on the 
due date,” “ punctually,” etc., must be construed with some liberality ; 
as Mr. Justice Kekewich said in the case of Leeds Theatre v. Broadbent, 
(1888), “the word punctually ought to receive a somewhat liberal con- 
struction ; it would be pedantic to insist upon exact etymology and make 
that the test of an English instrument of this kind.” 

But the majority of the Court found that payment means payment 
made punctually on the day fixed for payment and that the word is not 
open to any interpretation. As the Lord President put it, “payment 
made six days later than the day fixed for payment is not punctual pay- 
ment.” “Ifa payment six days laler is to be considered punctually 
made, where is the line to be drawn between punctuality and unpunctu- 
ality?” With regard to construing the word “reasonably” his Lordship 
thought that reasonable construction in law meant to take the words used 

435 





Business - Organisation -and » Management 


by the parties in their plain and natural sense and not in the sense which 
a judge may think fit to put upon the term. 


House of Lords Ruling 


The Supreme Court unanimously affirmed the majority opinions, 
and dismissed the appeal with costs. 


Effect of the Judgment 


It is said that “ hard cases make bad law.” Here, however, the 
judges, though sympathising with the debtor were determined not to 
admit a bad principle. The agreement being clear had to be given 
effect to. This strict rule of construction has already been applied in 
regard to statutes. It was laid down by Lord Chancellor in Ralston v. 
Hamilton (1862), H.L.C. 137, that in interpreting a statute the clearness 
and certitude of the law are for a judge sufficient reason; ‘‘rules which 
govern the transmission of property are the creations of positive law and 
when once established and recognised their justice or injustice in the 
abstract is of less importance to the community than the fact that the 
rules themselves shall be constant and invariable.” and Lord Halsbury 
in Cook v. Vogler, 1920, A.C. 107, similarly remarked: “ A court of law 
has nothing to do with the reasonableness or unreasonableness of a 
statutory provision excepting so far as it may help in interpreting what the 
legislature has already said.” 


Bills of Exchange—Dissolved Partnership—Notice of 

Dishonour 

In Goldfarb v. Barilett and Kremer, 1 K.B. 639, the question turned on the 
effect of a notice of dishonour given to a continuing partner in respect of 
a bill drawn by the continuing and the retiring partner. It will, of course, 
be realised that points of partnership law, as well as the law relating to 
bills of exchange, are involved. There is sect. 16 of the Partnership 
Act, 1890, which provides as to notice to a partner being notice to the 
firm except in the case of fraud on the firm committed by or with the 
consent of the partner. Then there is sect. 17, which enacts that a partner 
who retires does not thereby cease to be liable for partnership debts 
incurred before his retirement. In addition, there is sect. 38, which 
provides that after the dissolution of a firm the authority of each partner 
to bind the firm, and the other rights and obligations of the partners, 
continue, notwithstanding the dissolution, so far as may be necessary to 
wind up the affairs and to complete transactions begun but unfinished 
at the time of the dissolution, but not otherwise. The Bulls of Exchange 
Act, 1882, s. 49 (11), is also relevant to this matter, for it provides that 
where there are two or more drawers or indorsers who are not partners, 
notice must be given to each of them, unless one of them has authority to 
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receive such notice for the others. There is no reported decision on the 
point whether a notice of dishonour given to a continuing partner after 
the partnership is dissolved binds the partner who has retired, though 
there are dicta which rather point in that direction, and there is 
evidently some unreported decision of Mr. Justice Channell agreeable 
thereto which may be found cited in Chalmers’ Bills of Exchange, 8th 
edition, p. 182, but any doubts on the point are now cleared by the 
express decision of Mr. Justice McCardie that notice to one 
partner is adequate as notice to both the partners who had been 
previously carrying on business together. 


Employers’ Associations and ‘“‘ Goercion.’’ 
yY 


In consequence of some recent decisions, there is much uncertainty as 
to what the familiar terms: “ coercion,” ‘‘ intimidation,’’ restraint of 
trade,” “ peaceful persuasion ” really amount to. The decision in 
Dawes v. Thomas, 1920, 84, J.P. 201, which we now refer to, though appar- 
ently in favour of the Employers’ Association really turned on the facts 
ofthe case. There the rules of an association of employers in a particular 
trade provided that if an employee of a member of the association left the 
service of his employer no other member of the association should employ 
or supply him for twelve months. The plaintiff, who was employed as a 
traveller by Williams, the secretary of the association, left him and 
entered the service of Hopkins, another member, for whom he canvassed 
the customers of Wiliams. At a meeting of the association convened by 
Williams, Hopkins was persuaded by Williams and other members to 
give the plaintiff notice to terminate his employment. No illegal 
means, such as coercion, threats, or intimidation were used to induce 
Hopkins to dismiss the plaintiff. The plaintiff brought an action 
against Williams, and the other officials of the association for an injunc- 
tion to restrain them from interfering with him in his calling, and for 
damages. Mr. Justice Lawrence held and the Court of Appeal affirmed 
that the plaintiff had no cause of action against the defendants. 


The Limits of Peaceful Persuasion 


The following observations by Lord Justice Warrington are of very 
general interest to-day—‘ If I see that a man is employing a person under 
circumstances which make it, in my opinion, not quite fair or right that 
he should be employing him, am I committing an illegal act because I 
get a man who holds the same opinions to go with me and we together 
“represent to the employer that he is not doing what he ought to do? I 
think that can only be answered in one way. It seems to me, therefore, 
‘that on the facts, as I have stated them, which I think are the result of 
those found by the learned judge: that the plaintiff could have no right 
of action against these defendants. But I must not dismiss it quite so 
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shortly as that. It may be that, if a great number of persons are engaged 
in the transaction, from that fact you may be able to infer pressure or 
unconscious influence, which it would be impossible to infer from the act 
of one person by himself. I do not deny that that may be so, and, in that 
sense, the fact that the inducements are used by more persons than one, 
may become a material element, but it is excluded in the present case, 
because the learned judge has found on the facts in this case that there was 
no undue pressure or undue influence of any sort. Therefore, in this 
case at any rate, the fact that the persuasion was used by several people 
acting together is immaterial. But then it is suggested that what was 
done was in pursuance of an unlawful conspiracy because the parties in 
question were all members of the association, the rules of which include a 
rule to this effect : ‘‘ On an employee leaving an employer who is a mem- 
ber of the association, the employer shall, if desirous, report the same to 
the secretary who shall advise all the members, and no other member 
of the association shall employ, or supply him for twelve months.” I 
confess I cannot follow that. ‘‘ Unlawful conspiracy ” was defined by 
Wiles, J., in Mtdcahy v. R. 1868, L.R. 3 H.L., 317, in this way: “ con- 
spiracy consists not merely in the intention of two or more, but in the 
agreement of two or more to do an unlawful act, or to do a lawful act by 
unlawful means.” That is to say, to be a conspiracy—that is an unlawful 
conspiracy, one which gives rise to either an indictment or a right of 
action—it must have an unlawful object, that is, the act which it is 
intended to bring about must be in itself unlawful, or if not in itself 
unlawful then it must be brought about by unlawful means. Neither 
of those two essentials is to be found in the agreement contained in this 
rule. 


Management Efficiency and Reduction of Output 


S° much stress has been laid upon the effect of reduction of output with the 

reduction of hours, that it is essential to point out that the number of hours 

worked is only one of a whole series of causes which affect the amount of output, 

and in nine factories out of ten nearly all the other factors are crying out for cor-, 
rection. With production simplified and power utilised to its fullest capacity we 

could probably produce all we want in the shortened working day; indeed, one 

prominent engineer has stated that our industry runs ordinarily at about 40 per cent. 

efficiency because of incompetency in factory management._— Journal of Commerce 

Weekly. 
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Don't overlook this bracing litlle article—a cold douche to self-satisfaction. It is a 
capital tonic for the New Year. 





Directors and Directed 


By FREDERICK T. DAWSON 


ie the course of my travels I am often struck with the vast disparity 
between the business activities of wholesale and retail drapery staffs 
to-day compared with pre-war days. There are still directors and 
directed, but without the slightest doubt in pre-war days staffs were 
directed far differently and more efficiently than they are to-day. 

I apply the term “ Director ” in the broad sense, not only relating 
to directors of limited companies but to cover all who control or direct 
a staff, small or large. A most amazing amount of laxity exists to-day 
which would not have been tolerated in 1914. The disparity is indeed 
very great and under the altered easier conditions of business life due to 
relaxation of restrictions it demands attention. 

In a recent survey of the situation I was forced to conclude that 
staffs are very slack and inert to-day as compared with by-gone normal 
times. I do not ask you to take me for granted; do as I have done. 
Just take a look round and weigh carefully the present activities of your 
staff ; then take your mind back, say six years, and you will be astonished 
at the tremendous difference which must necessarily, present itself to 
your mind. 


Do not Blame the Staff 

This deplorable state is inevitable ; it is just the natural result of the 
war and its attendant energy-sapping worries and difficulties. 

The rough paths with jagged edges take it out of staffs potentially. 
There is no denying this fact ; and if the staffs were questioned either 
individually or collectively, they would honestly believe themselves to 
be working much harder than they had ever done before. 

Whilst making full allowances for the extra trouble involved by 
adverse conditions, I consider very few indeed are accounting for as 
much work comparatively as they did in pre-war days. 

I know many in an effort to prove me wrong would be inclined to 
point to increased turnover with possibly a depleted staff under more 
difficult conditions than formerly, yet pause and think again, is not the 
increased turnover due to inflated prices, not more trade in turnover of 
goods, in weight or bulk ? 

I am not condemning the workers. They are doubtless doing their 
level best according to their condition. They have struggled on against 
long odds and have come up smiling. The cause summed up in a nut- 
shell is “ A night’s rest during war-time was hardly adequate to recuperate 
the energy expended on a day’s work.” The difference may only have 
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been slight, very slight indeed, but positively it means the gradual 
creation of inertia, quite unconsciously. The result is a steady decline. 
Staffs are suffering from inertia, lack of enthusiasm, or whatever 
you like to term it, without being aware of the fact. A lesser day’s . 
work takes far more out of them now than a big day did before the 
war. ro 
Removals of restrictions, better food, and the freer, healthier state of 
life since the war are bringing gradual benefit ; but the cure will take 
a long time unless expedited. The time has come to get a move on. 
‘Interest your staffs in their work again, then they will throw off their 
lethargy. A settlement to good, hard, sensible work is the cure. Any- 
one of ordinary healthy frame should now be able to rise after a night’s 
rest with a little more energy than the day’s work takes out of them. 
It is so long now since the war that people ought to again be ready to 
take a real live interest in what they are doing, and the sooner they do 
it the better. Now is the time. 


Pertinent Questions 

Are you ready to take advantage of the situation? Organise now 
to bring your staff into a state of pre-war efficiency. 

My remarks apply equally to directors and directed. The whole 
machinery of the business world has got badly out of gear. It is time 
for adjustment and truing up. Slackness has been allowed to run 
rampant too long. 

In the’ business of the near future we shall have no room for inertia. 
“Take a firm grip of your business to-day.” 

Praise is just as essential as blame to produce good, efficient work. 

It is no use expecting to figure prominently, profitably and effectively 
in the business possibilities of the present, if the reins are loosely held 
and the staff is allowed to function as it pleases. 
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One of our readers writes: ‘' As a lilerary raconteur of the lighter side of business life, 
Dr. Ellis Powell is without an equal.” 





Table Talk on Business Topics 


By Dr. Erus T. POWELL, 
Formerly Editor of the “ Financial News.” 


N ones of hospitality (a topic we touched last month), sometimes 
it is the wife who corrects her husband’s false steps where hospitality 
is concerned. And sometimes, where the wife is non est, somebody else 
has to be called in to assist. One of the most opulent of diamond mer- 
chants (now, alas! no longer in Hatton Garden) was severely conscious 
of his own limitations outside the range of his special commodity. 
Consequently he always left the selection of the guests, and of his wines, 
to a prominent “ pal,’ a member of the Bar. This latter, knowing 
everybody, crowded the table with celebrities, who were always willing 
to come again to dinners that were perfect triumphs of art and affluence. 
On one occasion, however (no less a person than the Attorney-General 
of the day being present), the barrister-friend was late, and the diamond 
merchant had to set the wine going. But later, at the second course, 
the absentee arrived, tasted the wine that was being served, and turned in 
severe expostulation to his host— 

“ My dear , how on earth d’ye think I can invite gentlemen to 
your house if you give them such stuff as this to drink ? For G——’s 
sake tell your butler to give me the keys of the cellar, and let’s go down 
and get something fit to put on the table.” 

And sure enough he went, returning after the lapse of a few minutes 
with bottles that imparted a quick and lively impetus to the gossip 
around the festive board. But what must have been the feelings of the 
host? And if he had adopted the principles of marital foresight, as 
outlined in our last month’s chat, would he ever have exposed himself 
to this infelicitous contretemps ? 





The Hoarding of Gold 


Last month we finished with some allusions to currency depreciation. 
The converse phenomenon is the rise in gold. Sitting next to a charming 
young lady medical student at dinner, I was interested to observe that 
she wore a necklace of solid gold beads, beautiful in design, and each as 
large asacherry. She told me that these necklaces were the banks of the 
Portuguese peasantry, for she had been born in Portugal. As fast as the 
Portuguese peasant saves money, it is transformed into gold, and then 
becomes an addition to the necklace, in the shape of another bead. As 
the Indian Ryot is doing practically the same thing—except that he hides 
the gold under the hearthstone—it is no wonder that the scarcity of gold 
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tends to become a pressing problem, when secretive persons are thrusting 
it away into hoards as fast as it can be got out of the earth. Nearly all 
the commercial and half the political crises in our history can be traced 
either to the abundance or the scarcity of gold. 


Mistaken ‘‘ Death’’ Reports 


A few weeks ago we had the mistaken announcement of the alleged 
death of Lord Desborough, owing to a telephonic confusion between his 
name and that of the Earl of Bessborough. The wonder is that errors of 
this kind do not occur more frequently, when you consider the myriads 
of similar names that there are among us. Nothing but the most scru- 
pulous care on the part of the sub-editorial staffs of the newspapers pre- 
vents the most ghastly and painful mistakes from occurring. More than 
one of our modern business men knows, in fact, that they Aave occurred, 
and possesses a much-prized collection of press cuttings which evidence 
the high estimation in which he is held by his countrymen, though only 
his supposed death had released their reticent appreciation from its 
accustomed bonds. In fact, as one of them once declared, you never 
know what a nice, clever man you are until you have read your own 
obituary notices. Still, that privilege is not invariably limited to the 
subjects of mistake. In my editorial days City friends who knew that 
their obituaries were in type have more than once applied to me for 
proofs—and returned them, with corrections and thanks. Fancy 
correcting your own obituary, and adding, here and there, a touch (based 
on “inside” knowledge) which would help the mourners to see you 
in your true light | 


Elaborate Precautions 

In that connection the world little suspects the elaborate precautions 
taken by many of the great business figures for assuring the minimum 
disturbance of their interests, and those of their commercial and financial 
allies, when at length the inexorable fiat goes forth and they are summoned 
hence. And yet, when you come to think of it, a high sense of respon- 
sibility would almost of necessity dictate some such course, as a mere 
matter of loyalty to business associates. Where the capital of a great 
undertaking runs far into millions, and where masses of it are in the hands 
of the investor, it is only fair that steps be taken, by him who best knows 
what form they should assume, in order to minimise the shock to the 
market arising from fears that the removal of the head may mean disaster 
to the body. Of course such precautions involve a constant revision 
of the will: but that is a duty incumbent on the humblest of us, since 
ceaseless domestic and financial changes tend constantly to throw the 
will out of consistency with the testator’s present intentions. Remember 
a will speaks from the death, not from the date of its execution, 
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The Death of “ Barney ” 


Among dubious reports of alleged deaths the most trying I remember 
was the news with regard to the “ suicide ” of the late “ Barney ” Barnato, 
which arrived by cable just as the newspapers were going to press. There 
is no more serious libel than the unfounded allegation that a man has 
committed suicide. If false, therefore, the report was about as risky as 
it could possibly be. If true, it was a matter of the most urgent market 
importance, which no newspaper ought to be without. In the case of 
the newspaper with which I was then connected, the sub-editor took the 
risk, and was justified by the later confirmation of the news of the death, 
though whether or not it was really suicide no man can tell. 


The American Method 


In the United States, where the libel law is by no means so strict as 
with us, a mistaken report is generally corrected by a paragraph which 
meets the necessities of the case and at the same time avoids a humiliation 
to which no American newspaper will ever submit, to wit, the admission 
that it was wrong. Thus, where the alleged suicide was by hanging, 
the offending newspaper will not plead guilty to the entire error, but will 
save its face by a statement that the unfortunate man was cut down before 
he was quite dead, so that the report is inaccurate to that extent. But 
even this is not always done willingly. A late colleague of mine, during 
his long incumbency of an American editorship, displayed a grinning 
skull, under a glass shade, in the editorial sanctum. This relic of fugitive 
mortality bore the legend “This Man called to get a Statement 
Retracted.”” My colleague assured me that many adventurous visitors, 
bent upon strenuous remonstrance with the editor, had hastily retired 
after a glance at this grim reminder of the fate of a bygone interloper 
who had entered upon the same bold errand as themselves. 


Lord Glenconner 

There was, unhappily, no mistake about the news of the death of Lord 
Glenconner. He was a type of business man which is becoming more 
common, to our immense advantage as anation. The master of colossal 
wealth (from the Tennant chemical works), and consequently able to 
live a life of ease and leisure, he associated himself with various business 
undertakings. Further, he identified himself with what is now the 
foremost scientific movement of the time—the inquiry into the conditions 
of survival after bodily death. He possessed a collection of pictures 
worth (so I have heard) not a penny less than £250,000. This was thrown 
open to the public on stated days. At other times the beautiful gallery 
was utilised for lectures on scientific subjects, delivered to the elste of 
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the social and scientific world. I have lectured there myself, with Sir 
Oliver Lodge as the other speaker, and it can easily be imagined how 
keen was my appreciation (as a business man) of the intellectual liberality 
and generosity evidenced in the function. Lord Glenconner’s death 
leaves a gap which will be noted for many a long day with the profoundest 
grief. Our consolation—and his—must be the fact that others of similar 
bent are following in his footsteps, and transferring the intellectual 
leadership of the country from politics to science and business. There 
is no better contemporary example than the gentleman whose portrait 
forms the frontispiece of this month’s issue of the MAGAZINE which the 
reader holds in his hand. 


Memory Short and Long 


The persistence of regret for the passing of a well-loved figure is not 
a conventional belief, but-—-in the business world, at all events—a real 
fact. City men do not wear their hearts on their sleeves, nor have they 
time for prolonged condolences. And yet, years after a business friend 
has vanished from train or office, the mere mention of his name will stir 
emotion to its depths, and this among men who emulate the stoicism of 
the Red Indian in their endeavour to play an impassive rôle. It is 
with regard to the passing incidents of the day that the business man has 
so short a memory. 


A Newspaper Secret 


In fact the whole British public has the shortest of memories for 
incidents of the passing hour, as every journalist knows. This brevity 
of reminiscence is the reason why changes of editorial policy can be made 
with such comparative ease and impunity, without exciting the criticism 
and resentment of readers. But now and then an inconsistency of 
policy is carried to the level of sheer impudence. Years ago, a certain 
newspaper proprietor was largely interested in the issue of a new company, 
which, as a matter of fact, he had helped to underwrite. He intended 
to pen a leading article to give the prospectus a good “send off.” At 
the last moment the issue was “ rushed ” while the newspaper proprietor 
happened to be out of town. In his absence the editor ‘ spotted ” the 
weak points of the prospectus, and went for it “ baldheaded”’ in the 
first leader of the next day. The proprietor returned to town in a frenzy. 
Rumour had it that he came in a special train. But what could be 
done? The other underwriters were furious, and demanded atonement 
in some shape or another. Finally, the proprietor took the bull by the 
horns, wrote an ecstatic leader on the brilliant promise of the new enter- 
prise, and printed it in the next day’s issue of the same newspaper which, 
twenty-four hours earlier, had damned the whole thing. A few cynical 
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readers sent up forcible opinions about the editorial conscience. One 
subscriber pasted the two leaders side by side on a sheet of foolscap, 
adding expressions so extremely caustic as to be incapable of reproduction 
now that paper is made of such inflammable material; and another 
inquired if the offices of the journal were now at Colney Hatch, that 
being the locale suggested by the methods of its conductors. But there 
the episode ended, and (biggest joke of all) the issue was over- 
subscribed. 


Science and Stilton 


By the way, the scientific diversions of the business man are not 
wholly unalloyed as regards the pleasure they confer. Years ago, after 
concluding a Christmas supper with a tasty morsel of Stilton, I placed a 
fragment of the cheese under a high-power lens. I found that I was 
looking down upon the activities of a populous town. Myriads jostled 
one another within the limits of my tiny speck of Stilton. <A spectator 
in a balloon sitting 100 feet above the Mansion House at 10 a.m., when the 
whole surrounding area is filled with the seething life of the City, would 
look upon no busier scene. But from that day to this I have never tasted 
Stilton again. The microscope has permanently removed a time-honoured 
dainty from my domestic menu, for I cannot bring myself to consume 
populous areas, together with the whole of their inhabitants, at a single 
bite. 


The Jew as Witness 


I see that the Lord Chief Justice has been protesting against the 
efforts of cross-examiners to cast discredit on a witness because he happens 
to be a Jew. They try, it appears, to bring out the fact for the purpose 
of weakening the effect of the man’s evidence. As I have had the pri- 
vilege on more than one occasion of discussing the method and policy of 
a pending cross-examination with the Lord Chief Justice himself, where 
(during his career at the Bar) we have been co-operating in a case, 
I venture to think that he is under a little misapprehension. Cross- 
examination in commercial cases is very seldom directed to the discre- 
diting of a witness because he is a Jew, but rather to showing that he 
belongs to a race which knows uncommonly well how to take care of 
itself. Therefore, if he pleads that he has been “ done,” this is the 
answer: “ Are you not a Jew? Do you, a member of one of the ‘cutest 
races on earth, dare to say that you have been victimised ? ” and so forth. 
Wherever there is any attempt to ridicule the Jew as Jew, it almost 
invariably comes from his own people and the fact, perfectly well known 
to everybody who goes about among business men, is a most curious 
example of inter-Jewish sentiment. 
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Instant Apology 

Some ten or twelve years ago, the distinguished Jewish client of a 
Jewish barrister sat behind the latter in Court. Presently the client 
pointed to the solicitor on the other side, where he sat in the well of 
the Court, at the same time asking the barrister— 

“ Who is that solicitor ? ” 

“ What solicitor ? ’’ inquired the barrister. 

“ Why, that dirty little Jew—oh, I beg your pardon, Mr. Moses.” 

It need hardly be added that Moses is not the real name. 

But here you have the story—perfectly true in every detail—of a 
Jew who goes out of his way to apply to one of his own race language 
which he would have deeply resented had it fallen from Gentile lips. 


Sequel to an Old Tale 


Even the financial genius of the Jew (the inheritance of fifty genera- 
tions of business practice) is over-reached sometimes. There is an old 
City story of a venerable Hebrew whose dying desire was that the whole 
of his savings—some {2,000—-should be buried with him. His son 
faithfully promised, as executor, to fulfil the dying request, and im a 
fashion did it. Just before the ld of the coffin was screwed down he 
placed in the cold hand of the corpse an open bearer cheque for £2,000 
duly signed by the executor. Thus far the familiar story, but I am told 
there is an authentic sequel. The son, it appears, incautiously informed 
the sexton that the coffin he was burying contained one of the wealthiest 
corpses he had ever interred. A few days after the funeral the executor 
was petrified to learn that the corpse’s cheque had been cashed in 
Bradburys across the counter of his bank, and that the sexton had dis- 
appeared from the place. It turned out that he had at one time been 
the local income-tax collector, and hence his talent for deducing the 
whereabouts of money the moment a hint was given him. 


Revise your Insurance 


This is the time when the wise man wil re-survey his insurances 
against fire, burglary, and the other indemnity agreements. In the light 
of current prices and existent labour conditions, the indemnity originally 
provided by the policy may be wholly inadequate, and the difference 
may spell embarrassment if not ruin. What a blessing modern insurance 
is, even though it be but a highly-specialised form of betting! A.B. 
agrees to pay the insurance company the sum of £25 per annum, in con- 
sideration of his executors receiving £1,000 whenever he dies. This is 
a bet of 1,000 to 25, in sovereigns, that A.B. will not die in the coming 
year. At the end of the year A.B. has lost his money, but he will probably 
renew the bet. If he is a healthy man he may go on living for 50 years. 
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In the end, however, if he keeps up the bet, his executors will pocket his 
winnings, and at every stage of the transaction he has the consolation 
of knowing that he is bound to win in the end. In fact, as the end 
approaches, and even earlier, the insurance company will pay him a 
lump sum to call the bet off, and terminate its lability. This lump sum 
is grandiloquently called the “surrender value.” Taken altogether 
insurance (whether of the life or indemnity type) is probably the most 
beneficent factor of our financial system, Perhaps that is the reason why 
outside a few fanatical extremists, nobédy has ever demanded its legis- 
lative suppression on the ground of its; » being systematised betting. 


A Palpable Bet 


The modern policy rather tends to’ i the real character of the 
transaction. It is not that insurers are squeamishsabout it. They have 
simply invented more technical modes of expression than their prede- 
cessors used. But if we turn to the earliest policies the betting element 
is palpable. There lies before me a copy of a life policy of 1720-— 

In the name of God, Amen. [Here follow certain recitals immaterial for 
our purpose.] The said Governor and Conipany therefore do assure, assume and 
promise that the said Nicholas Browne shall, by the Permission of Almighty God, 


live, and continue in this Natural Life, for and during the said Term and space of 
Twelve Calendar Months as aforesaid. n 


There is the bet, as plain as a pikestaff. Now what is to happen 
if Browne wins? Here is the answer—- 

Or in Default thereof, that is to say in case the said Nicholas Browne shall 
in or during the said Time, and before the End and Expiration thereof, happen to 
dye or decease out of this world by any Way3 or Means whatsoever— 

Why, then the company, like the bookie on Epsom Downs, will pay 
its losses, and look as pleasant as it can. 
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Correspondence 
To THE EDITOR or “ BUSINES ORGANISATION AND MANAGEMENT ” 
f 


“BUSINESS MEN AND AN ALTERNATIVE TO E.P.D.” 


Srr,— With reference to your November issue of BUSINESS ORGANISATION AND 
MANAGEMENT, I write to say that I hdve read with very considerable interest your 
notes on ‘‘ Business Men and an Alterndtive to E.P.D.”; also Mr. Godfrey Cheesman’s 
article on page 124, and entirely oar with the latter on all he says. 

The problem of supplying the hugé Treasury requirements is not in my opinion 
a “tremendously difficult one,” as Ram absolutely confident the whole trouble 
could be overcome by the issue of Prémium Bonds, By this means I am certain 
that money would be subscribed in ship-loads, and the whole community would thus 
be relieved of the present crushing arid iniquitous taxation. 

If the influential committee which you suggest should be formed, were to devote 
their’ attention to this suggestion, I believe the major portion of the population 
would be in favour of it, and Governmént would then be forced to adopt this simple 
way of overcoming the difficulty. 

I would suggest that the Bonds should bear 54 per cent. interest, but only 
4 per cent. of this should be payable td the holders, and the balance of 1} per cent. 
be distributed in suitably attractive prizes. 

In order to attract everyone, the Bonds should not be over {1 each, and it 
would mean even greater attraction if }, a } or a ? share could be purchased. 

This is of course not a new suggestion, but I think the time has come to press 
the matter forward with all the co-opefation and force that can possibly be brought 
to bear, and’ I sincerely trust that the committee on the lines I suggest is formed 


with as little delay as possible. 


CO 
« Iam, 
16 Fulham Road, i Yours truly, 
South Kensington, S.W.3. ; E. W. Goong, 
. Managing Direcior, 
l ST. GEORGE’s Motor Co., LTD 


h 
A QUESTION OF FACT. 


a 

Sir,—Perhaps you will allow me to çorrect Mr. H. O. Stafford Cooke in a question 
of fact. The Institute of Chartered, Accountants is twenty-six years younger 
than the Society of Accountants in Edinburgh which was incorporated by Royal 
Charter on 23rd October, 1854. I helieve the latter to have been actually the 
first Chartered body of Accountants!\and to have given the lead to practising 
accountants in other centres in the matter of recognition. 


A ; Yours, etc., 
Chambers : GEORGE M. COTTON. 


9 North Saint David Street, 
Edinburgh, 
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NOTES OF THE MONTH 


The Profits of Distribution: An Important Inquiry 
O Ne under the Profiteering Acts having revealed instances 

where commodities in universal demand have been unnecessarily 
passed from hand to hand with a profit at each transaction, a conference 
of certain members of the Central Committee under the Profiteering Acts 
has been summoned to inquire into the whole subject of the multiplication 
of transactions in the distribution of commodities. The conference 
includes members of the National Chamber of Trade, the various trade 
associations, and other bodies, and will meet from time to time under 
the presidency of Mr. Marshall Freeman until its inquiries are completed. 
At the first meeting it was decided to invite evidence from commercial 
and trading organisations all over the country, as well as from individual 
traders, and members of the public are also invited to address any 
information at their disposal bearing on the subject to the Committee 
ım writing. Communications should be sent to the Secretary, The 
Central Profiteering Committee, 54 Victoria Street, S.W.1. 


* »* * 


The Public and the Food Speculator 


Not very much publicity has been given to this inquiry into the 
profits of distribution up to the present, but its importance can hardly 
be exaggerated, and one can easily imagine that its effects may be very 
far-reaching indeed. The investigation will do a great deal of good if 
it merely clears the air of ideas which are exceedingly disturbing to the 
temper of the buying public. Rightly or wrongly, a large section of 
consumers believe that during the war they were the victims of predatory 
trad ng of a kind almost without parallel in our history, and many are 
by no means convinced that the inevitable return to more reasonable 
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standards of profit has yet been made. The procedure authorised under 
the Profiteering Acts was notoriously ineffective in curbing the activities 
of certain speculators, who during a time of exceptional stress, were in 
a position to exact a toll upon the public very much out of proportion to 
the value of their services in supplying its needs. That this state of 
affairs was particularly characteristic of the fruit and vegetable trade is 
common knowledge. The notorious incident mentioned by the Food 
Controller, Mr. McCurdy, not long ago, of a housewife who paid 7d. for 
a bunch of radishes sold by the grower within twenty miles of her kitchen 
for three farthings, will be readily recalled. Mr. McCurdy voiced at the. 
time in set terms his condemnation of the many “ hangers on ’’—spe- 
culative middlemen-—who never touch a barrel of apples in their lives, 
yet succeed in living at the joint expense of the grower, the wholesaler, 
the retailer, and the consumer. Though profiteering of one sort or another 
does unfortunately occur in other trades, we believe that its importance 
is, greatly exaggerated in the popular mind, and think that there is no 
reason whatever for imagining that abuses of the above flagrant kind 
are other than most exceptional in their nature. Nevertheless, in the 
lean times which invariably follow the economic and financial profligacy 
of war, and from which it is evident we are not to be exempt, no com- 
munity can afford to allow piracy of the kind exposed by Mr. McCurdy 
to remain unchecked, and it is expected that the Conference will suggest 
some effective measures for its repression. 


* x * 


An Object Lesson from Willesden 

A Willesden lad of 15 has recently won by sheer merit the position 
of foreman in a local lamp factory. The boy is something of a prodigy, 
of course, but there is a story behind his advancement not without 
significance for those who have in their care the training of apprentices. 
There are to be no square pegs in round holes among Willesden boys, 
if the local Urban Council can help it. The Council has a ‘ Choice of 
Employment Department,” with Mr. F. S. Jackson as its executive 
officer. This gentleman is the “ guide, philosopher, and friend ” of young 
Willesden. He not only finds the lads work, but maintains a close per- 
sonal touch with them, and advises them how to make the best of their 
opportunities. When a lad leaves school a record card on which his 
capabilities and desires are set forth is sent to Mr. Jackson, who from 
his close touch with local firms and City commercial circles, finds the lad 
a suitable opening. ‘“‘ Blind alleys ” are taboo. His eMployer is induced 
to make a monthly report of his progress, and the fact that somebody 
is taking a keen personal interest in his welfare besides his parents has 
been found a splendid stimulant to personal effort. The inclusive cost 
of the first year’s working of this “ Choice of Employment Department ” 
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has been about £1,000, and Willesden ratepayers are getting exceedingly 
good value for their money. 
xk * * 


Business Men in the Honours List 

Business men appear very prominently in the New Year Honours 
List. Of the five peerages awarded one goes to Sir William Beardmore, 
Bart., chairman and managing director of William Beardmore & Co., Ltd., 
the great Glasgow engineering firm, whilst another is given to the Right ` 
Hon. Sir Horace Marshall, head of the well-known publishing house. 
Sir J. R. Ellerman, Bart., a leading shipowner,is made a Companion of 
Honour. Baronetcies noteworthy from the business side fall to Com- 
mander A. B. T. Cayser, chairman of the Clan Line; Mr. R. H. Cox, 
senior partner in Messrs. Cox & Co., the Army bankers; Mr. Frederick 
Eley, general manager and director of the National Provincial and Union 
Bank, Ltd.; Mr. R. F. W. Hodge, founder of the Northumberland Ship- 
building Co., and chairman of Ellingham’s, Ltd. ; and Mr. Frederick Mills, 
the well-known chairman of the Ebbw Vale Steel and Iron Co., and the 
leading spirit in the Ebbw Vale Industrial Council. Among those receiv- 
ing the honour of knighthood may be remarked Mr. W. P. Rylands, 
chairman of the Federation of British Industries; Mr. E. F. Oldham, 
deputy chairman of the Federation ; Mr. A. McAusland Kennedy, 
president of the Shipbuilding Employers’ Federation; and Mr. Arthur 
Worley, C.B.E., general manager of the North British and Mercantile 
Insurance Co. 

* me * 

The Steel Trade: Striking Results from New Methods 

The investigators of the Industrial Fatigue Research Board have 
been making inquiries into the working of the iron and steel industry, 
and the report of their observations and experiments draws attention to 
certain factors of workshop economy of the highest interest and import- 
ance to everyone concerned with the problems of management and with 
the organisation of efficient production. “‘A great improvement of 
output does appear possible,” says the report, “if the employers and 
men co-operate thoroughly to that end.” The investigators make the 
suggestion that co-operative societies composed of the employers and the 
workers should be formed. It was found at one works that where lectures 
on steel production were given by workmen and managers, new methods 
of working were discussed, and suggestions of practical value were 
permanently adopted. In consequence of these improvements and the 
extra keenness of the men in working the furnaces the output of the 
hand-charged furnaces gradually increased by about 70 per cent.— 
a striking result which was achieved without any substantial alteration 
of the plant. Moreover, it is stated that the cast of the steel was so 
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much improved that the net final yield of saleable steel ‘was actually 
raised some 30 per cent. above the old level. 


* * 


The Cultivation of Business Interest 

These are remarkable figures, and the methods by which they have 
been achieved are worthy of the closest study on the part of employers 
and workers. One of the great problems which the investigators of 
industrial fatigue have set themselves to solve is in what way to regulate 
hours and conditions of labour so as to enable the workers to take a 
sustained and intelligent interest in their work. To reduce as far as 
possible the monotony inseparable from repetition work, to create in the 
worker the mental attitude which will: prevent him from regarding it 
less as a soulless grind, and more as an opportunity of expressing his 
individual character, and as a means of social service, is an object worthy 
of the efforts of the finest minds in management. In this valuable work 
the investigators of the Industrial Fatigue Research Board are playing 
a great part, and their work should be ungrudgingly appreciated. The 
most monotonous job may be made to yield its quota of interest to the 
worker when its meaning and its relation to the whole product are pro- 
perly apprehended. In big works where such lectures as are referred 
to by the Board can be given, they are all to the good. In smaller 
concerns the principal should make it his business to see that every mem- 
ber of his staff is encouraged to study his job, to appreciate its opportuni- 
ties and possibilities, and the value and importance of his individual 
functions: in this way he will be studying his own interests equally with 
those of his employees. The weakness of big concerns divided into various 
departments is that the departmental attitude tends to usurp and super- 
sede the house attitude; in other words, employees tend to think more 
of the success of their particular department than of the success of the 
whole business. Such cut-and-dried departmentalism is wholly bad. 
Suspicion and petty jealousy are engendered, and the resulting atmosphere 
is inimical to the highest efficiency. 


+ * * 


Technical Inquiry into Output Suggested 

The further significant facts brought to light in this important inves- 
tigation will give the responsible men im the steel trade “furiously to 
think.” Great differences were found in the various plants working. 
in different parts of Great Britain. It seems probable, says the Board, 
that if all the iron and steel works in the country adopted the most 
efficient methods, they could, on an average, improve their output by 
something between 50 and 100 per cent. “In other words, they could 
enable their employees to earn more in eight-hour shifts than they had 
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previously done in twelve-hour shifts.” The astonishing results of this 
inquiry have so deeply impressed the Government investigators that they 
suggest that a technical inquiry into the whole subject by responsible 
and practical men would be well worthy of consideration. 


* * = 


An Industrial ‘Breathing Space 

Lord Weir is a courageous and shrewd observer of the industrial 
situation, who has long recognised that unless it be possible to put an 
end to the general feeling of insecurity, and to the present widespread 
inefficiency in production, there is small prospect of bringing about a 
return to pre-war prosperity. In his presidential address to the Junior 
Institution of Engineers, he pleaded strongly that stabilisation of wages 
should be agreed upon for a period in order that industry could have 
a breathing space free from wage disturbance. He urged the trade 
unions not only to consent to this measure, but also to withdraw their 
veto on the introduction of sound systems of payment by results. It 
was necessary, he said, for all associated with industry, employers and 
workpeople, to realise that nothing further must be done at the present 
juncture which would in any degree bring about an increase in the cost 
of production. On the contrary, every reasonable and justifiable step 
should be taken to reduce cost. That a general feeling of stability and 
confidence would greatly benefit industry at the present time is undeni- 
able, but itseems doubtful whether the stabilisation of wages is a practical 
expedient. In any case, would the majority of employers themselves 
agree to Lord Weir’s suggestion? There is a widespread feeling that 
not merely prices but wages, too, have reached the peak of the curve, 
and if prices show any decided fall wages can hardly remain at their 
present levels. Significant reductions have already been made in the 
shipbuilding industry, and strikes against attempted reductions have 
taken place. 


The G.H.Q. of Labour 


Lord Weir is on safer ground in his analysis of the general labour 
situation. His criticism of the G.H.Q. of Labour—of the doctrinaire 
direction of the trade unions by men who are largely out of touch with 
the realities of the life of Labour, was very pointed and contains more 
than an element of truth. “ The direction of the trade unions proceeds, 
not from below, but from the careerists and word-spinners who dominate 
their councils and utilise their positions for furthering their own particular 
brand of world-rebuilding.”” He welcomed as of value Mr. Clynes’ 
confession of his belief that we must accept the present system and 
structure of society, improve it, and work it to yield the best results to 
all associated with it, and he denied that Mr. G. D. H. Coles’ analysis 
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of the present unrest as being due to the worker’s feeling that his position 
in the capitalist system was a fundamentally unjust position, was true 
to fact. It was not the case, he emphatically affirmed, that the relations 
which were bad were the relatidns in the workshops between the workers 


and the management. 
* * * 


Wholesale Pilfering of Goods in Transport 


Unless the present wholesale pilfering and robberies of goods in trans- 
port can be stopped, it will soon become very difficult to effect insurance 
against it except at prohibitive rates. The evil seems to have arisen 
during the war, and is probably attributable to a certain change in the 
minds of many, due to their ‘experiences, regarding the sanctity of 
property. The problem is not confined to this country. A similar 
outbreak of wholesale theft has occurred in France, where special 
measures have had to be taken, notably on the railways. Here, whereas 
it was once customary for shipowners to pay without demur claims on 
account of pilferage, this item now represents in many instances 2 per 
cent. of the total freight. One instance is recorded where claims for 
pilferage losses jumped from a very small percentage in 1914 to about 70 
per cent. of the total claims dealt with. The gravity of the evil appears to 
be hardly realised by the authorities, and the London Chamber of Com- 
merce is pressing upon the Government the need for urgent measures. If 
these representations are of no avail, parliamentary action will be taken. 
The Chamber’s report on pilferage states that claims passed by Lloyds 
amounted to £574,154 in fifty-nine weeks. Prominence is also given in 
the report to a shipowner’s statement that his company was paying 
claims for pilferage and non-delivery at the rate of about £250,000 per 
annum. A police authority considers that 50 per cent. of the leakages 
occur while the goods are in charge of packers, carriers, railways, ware- 
houses, and docks, and before the consignments are actually put on 
board the export steamers. The Chamber suggests that in order to 
mitigate the evil a special detective force, trained to deal with river 
thieves, should be employed ; there should be greater co-operation between 
the land and the river forces ; and the waterway within the limits of the 
Port of London authority should come in the Thames Division. 

* * * 


Company Registration in 1920 

The immediate effect of increasing the ad valorem duty on the 
authorised capital of new public companies from 5s. to’ 20s. in the £100 
is strikingly illustrated in the returns of company registrations at Somerset 
House during 1920, particulars of which have been published by Messrs. 
Jordan & Sons, Ltd., the well-known company registration agents. 
The registrations during 1920 were again on a record scale, the previous 
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highest figures of 1919 being considerably exceeded. The total capital 
represented by the year’s registrations amounted to {568,894,382, the 
number of new companies registered being 10,065. In 1919 there 
were 9,820 companies registered with a nominal capital of £384, 133,661. 
As showing the effect of the increased duty imposed on 20th April last, 
Messrs. Jordan point out that the authorised capital in the first 16 weeks 
of 1920 amounted to £340,000,000, yielding an average of £21,240,000 
per week. The remaining 36 weeks of the year averaged only £6,360,000. 
The weekly yield of the duty at the old rate during the first period was 
therefore almost as much as the weekly yield throughout the second 
period. Hence the national exchequer was benefited but little by the 
higher rate. ‘There can be no doubt, say Messrs. Jordan, that the 
exaction of the revenue was responsible for many a contraction in the 
authorised capital of undertakings registered by circumspect promoters. 
Among the interesting registrations were a company to hold lands, 
houses, etc., with a capital of £2 in 480 penny shares, and a West of 
England grocer’s with a capital of £11,103 15s., of which £3 15s. is in 
900 employees’ shares of one penny each. A quaint title for a boot 
and shoe dealer, “ Cheepjax,’’ was registered in November. 


+ xk Ga 


The Industrialisation of Agriculture 

The passing into law of the Agricultural Act throws important new 
responsibilities upon those who are engaged in our oldest industry. 
In fact, the precise position of farmers under the new Act has given 
rise to a good deal of disquietude in agricultural circles. In return for 
guaranteed minimum corn prices, farmers are to be subjected to a 
certain measure of Government control, and they are, perhaps naturally, 
restive and uneasy at the prospect. Sir Charles Macara’s new volume, 
In Search of a Peaceful World, reproduces an important statement from 
Mr. Frank Ballard, a well-known Herefordshire agriculturist, in which 
the new measure comes in for powerful criticism. Mr. Ballard describes 
it as an attempt to continue control during the time of peace under the 
pretext that we must be prepared for another war and, therefore, grow 
more corn. He urges that a great deal of the land compulsorily ploughed 
up during the war proved totally unsuitable for corn-growing, and 
‘would have produced more food had it been left under grass. This 
matter would be somewhat outside our own editorial purview if it were 
not the fact, as Mr. Ballard cogently points out, that “ the bed-rock 
of prices largely depends on the cost of wheat. Dear corn prejudicially 
affects every industrial concern.” To attempt to industrialise agri- 
culture, regardless of the knowledge and experience of those engaged 
in the industry, he considers a futile procedure on the part of the 
Government. Without expressing sany definite agreement with Mr. 
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Ballard’s vigorous criticism, Sir Charles Macara sensibly suggests that 
the scientific methods of cultivation and the utilisation of labour-saving 
appliances which proved so efficacious in the cultivation of cotton would 
be equally beneficial if applied to the soil of the United Kingdom, arid 
we are quite sure that he shares the anxiety of every farmer at the 
prospect of the continuance and extension of Government control over 


agriculture. 
* + * 


Railway Directors and the Workers’ Share of Control 

It is evident from the considered reply of the Railway Companies’ 
Association to the proposals of the Ministry of Transport outlined in 
the White Paper (Cmd. 787), in regard to the future of the railways, 
that there is little prospect of their conceding the principle of workmen 
representation on the directorate without another industrial struggle 
of the first magnitude. The Government’s view that the railwaymen 
ought to have a share in railway management—an issue upon which, 
according to Mr. J. H. Thomas, M.P., the men are absolutely united 
and determined—is strongly opposed by the Companies, and their 
attitude is set forth in no unhesitating fashion as follows— 


The Association are unable to acquiesce in the proposals of the White Paper 
under this heading, and will strenuously oppose any suggestion that ‘ workers 
elected by the workers ” shall be appointed to the Boards. 

They consider that the proposal is quite unjustifiable and wrong in principle, 
and that from every point of view it 1s objectionable. 

Dealing with the question of discipline alone, the position created by such 
appointments would become intolerable, and in the opinion of the Association 
no servant in a subordinate position should in any circumstances be placed at 
any time in authority over his official chief in the conduct of the business of the 
undertaking. 

Apart, however, from this, the Association believe that it is entirely wrong 
that the Government, whilst expressly reframing from accepting any financial 
responsibility, should seek to impose upon Railway undertakings proposals which 
radically affect the constitution of a Company and its powers of management, 
and which interfere with the right of shareholders to choose their own Directors. 

The Association recognise the possibility of advantage resulting from the 
association of the workers with the consideration of certain operating problems 
which call for solution from time to time. 

These objects would be secured by the appointment of a Committee or 
Committees composed of: (a) Officers to be nominated by the Board; (b) workers 
to be elected by and from among the workers either sectionally or generally and 
in such proportion as may be thought advisable.; (c) a Secretary appointed by 
the Board. These Committees to meet under the Chairmanship of a Director 
to consider and make recommendations to the Board. 


* x% * 


The Die-hard Attitude in Industry 
The naive admission that the association of the workers is likely 
to be of advantage in the consideration of certain operating problems 
will not be lost upon their leaders? who will hardly rest content with 
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the sop that is offered them in the shape of the suggested committees 
“to consider and make recommendations to the Board.” The argu- 
ment that discipline would suffer, and that an intolerable position would 
be created for officials if subordinates were temporarily placed in 
authority over them, will not stand against the experience of the South 
Metropolitan Gas Company and other industrial concerns, where a 
limited amount of workmen representation on the Board has been con- 
ceded for many years with beneficial results all round. It is this rigid 
adherence on the part of the Association to the narrow attitude implied 
in the use of the terms “ master ” and “ servant,” this refusal to recog- 
nise employees as co-workers in a common cause, which constitutes the 
greatest obstacle to the continuance of good relations between Capital 
and Labour in industry, and which is one of the chief hindrances to the 
development of the highest efficiency. This “ die-hard” attitude yields 
reluctantly to the more progressive ideas of the present day, and surely 
the railways form one of its last redoubts. 


* * * 


The Real Relationship of Co-partnership to Capitalism 
Lord Emmott is much more in touch with the modern view-point, 
and he sees in co-partnership and profit-sharing, with their implied 
common control, one of the bulwarks of the present competitive system, 
something infinitely preferable to its possible alternative—nationalisa- 
tion, syndicalism, or Bolshevism. If those defenders of the institution 
of private property and of the system of individual enterprise could 
only be brought to appreciate this aspect of co-partnership, could see 
in it a potent instrument for the support of the capitalist state, it would 
have many more enthusiastic adherents than is now the case. It is 
because the Left Wing of Trade Unionism recognise that the develop- 
ment of co-partnership offers a practical alternative to the Socialistic 
state that they regard it with such ill-concealed dislike. When the 
workers become capitalists in greater numbers, they will realise to a far 
greater extent than at present the raison d'être of Capitalism as a system. 
Lord Emmott looks forward to the time when, if profits are made over 
and above an agreed line giving a reasonable return in interest on 
capital, a considerable share will go to the workers; and it is funda- 
mental and essential to his conception of co-partnership that a good 
proportion of this share should be invested in the business. 

A profit-sharing employee is his own overlooker, and his interest 
in results makes him feel that if he is to work hard himself, he must 
see that his neighbour works hard too. He has an incentive to work, 
and efficiency is promoted. Further, it is interesting to note, in view 
of the attitude of the Railway Companies’ Association, that Lord 
Emmott believes that efficiency would also be safeguarded, because 

457 


Business * Organisation - and : Management 





workmen-directors would know much better than some of the 
short-sighted directors of to-day the relative value of the workmen 
employed. 

* x * 


The Unemployment Crisis 

The general industrial situation goes steadily from bad to worse. 
Unemployment in the major industries daily becomes more serious, and 
few of the suggested remedies appear effective except as palliatives. The 
fact that the prevailing trade depression in this country merely reflects 
a similar if not worse state of things in other parts of the world, serves 
to explain the crisis to some extent, but makes it none the pleasanter 
to bear. The Government’s appeal to employers to distribute existing 
employment as widely as possible by working short time has met with 
a mixed reception, and the majority of trade unionists are unfavourable 
to it. It is of all palliatives the most obvious, and does not attempt 
to cut to the root of the problem with which the nation is confronted. 
In fact, at the time when the appeal was first made, short time had 
been in operation for a considerable period in the cotton trade and in 
many other industries. The suggestion that the Government’s action 
is merely a dodge to lower wages we regard as entirely groundless and 
unworthy; but there is grave reason to doubt that general short time 
will be effective, even as a palliative, for the present emergency. Any 
attempt to impose short time compulsorily would meet with the fiercest 
opposition, and the only hope of even a limited measure of success for 
the scheme lies in voluntary agreements between employers and work- 
men in each respective industry, which will involve mutual sacrifices. 

* * * 


The Only Permanent Remedy 
It is to be hoped that the crisis will lead to a concentration of public 
attention upon the vital need for re-establishing international credit and 
getting trade on its feet again. True, this offers no immediate remedy 
for unemployment, and the need is urgent, but it does offer a permanent 
one. With Central Europe and Russia out of the market, the demand 
for our manufactures is of necessity materially restricted. In a world 
so interdependent as this, the peace which leaves us unable to resume 
normal trading relations with our late adversaries cannot possibly be an 
enduring peace: it makes victory hardly less costly than defeat, and 
appears likely to involve us‘all in a common ruin.’ 
* * * 
Banks for Small Depositors 
The failure of Farrow’s Bank, which darkened the Christmas 
festivities for so many small business people, directs attention to 
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features of our otherwise admirable banking system in which we are 
rather noticeably behind other countries. As Mr. W. R. Lawson points 
out in the Financtal News, these unfortunate depositors have some 
moral claim on the Legislature and the community for the absence of 
legal safeguards against such calamities. He states that in the United 
States and Canada the bank would have been subject to periodical 
inspection, and the figures indicating its condition would have been 
officially published. Had either the American or the Canadian system 
of auditing been available, Farrow’s might have been liquidated months 
ago with but a fraction of the present losses 

As things stand now, small depositors have little encouragement to 
thrift. The meagre interest allowed by the Post Office to its depositors is 
a scandalous return in view of the present value of money. Better treat- 
ment is afforded small depositors by most of the big joint stock banks $ 
but in view of these periodical shocks to public confidence, which entail 
so much avoidable distress, and are not without danger to established 
institutions in their economic repercussions, it should not be beyond 
the capacity of the Post Office to offer facilities to small depositors 
which would compare favourably with those obtainable in other 
European countries. What is to hinder the adoption of the Post Office 
cheque system, so familiar on the Continent ? 


Well-known Firms Insure Their Employees Against 
Unemployment 


The apparent inability of the Government to take adequate measures 
for coping with the almost unprecedented amount of unemployment at | 
the present time has led certain well-known industrial firms to bring 
forward their own schemes for dealing with this dreaded contingency. 
Messrs. Rowntree & Co., Ltd., have arranged a scheme under which all 
employees with more than six months’ service become entitled to 
benefits intended to cover full and partial unemployment. Details of 
the scheme published by the Daily News show that full benefit secures 
to a single man 50 per cent. of his earnings; to a married man, 10 per 
cent. more for his wife and a further 5 per cent. for each child under 16, 
not exceeding three in number. The maximum payment is £5 a week ; 
and the minimum £1 5s. From these benefits the unemployed pay 
received under the Unemployment Insurance Act and through the 
trade union (21s. for men and 18s. for women) is to be deducted. 
Everyone with two and a half years’ service is entitled to 15 weeks’ 
benefit in proportionate periods for those of longer or shorter service. 
Partial benefit applies when through depression of trade the time 
worked is less; in the case of a day worker, than 90 per cent.; and, 
in the case of a piece-worker, 85 per cent. of full time. 
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Novel proposals for meeting the present situation have also been 
made by Bibby’s oil and cake mills, the big Liverpool firm. By their 
plan, which has received the unanimous support of the workers, no 
dismissals will take place, and temporary work can be found for sixty 
unemployed men. The idea is that the employees will accept short 
time by having a three days’ voluntary holiday every 15 weeks. Six- 
pence in the £ on wages will be retained by the firm for payment to the 
workers when their three days’ idleness occurs. 





‘Time-saving by Scientific Management to Reduce 
Cost of Production 


The most striking losses of time (he said) occurred at the starting and stopping 
of each working shift, but still more serious was the loss resulting through all sorts 
of useless and unnecessary movements by men when doing light work and by 
their neglect to utilise their strength to the best advantage when doing heavy jobs. 
As examples, he mentioned that at their own shell shop at Middlesbrough in the 
early days of the war, their output of 8-in. shells stuck for some time at a weekly 
average of 350. Careful investigation proved that quite a lot of energy was being 
wasted, particularly in the handling of the shells and the distances through which 
they were moved between the various operations. When suitable rearrangements 
were made, the output went up, as if by magic, to 700 a week and eventually to 
1,000. Another similar case that lately came under his notice was that of the 
stamping of multi-throw crank shafts for motor cars. In this country a good 
output for a certain crank shaft was 100 per shift of nine hours. In America, 
with practically the same machinery, the output was 700 per shift. 

“These instances,” remarked Mr. Morison, “are indicative of what can be 
done; and, if more attention were given to the art of saving time, a great step 
forward would be made in cheapening production. That country which best 
appreciates the full meaning of ‘Time saved is time gained,’ and acts upon it, 
will be the first country to reduce its unemployment and the first to recover from 
the ravages of the war.” 

These remarkable examples of increased output, it may be noted, follow the 
application of the well-known principles of scientific management elaborated by 
F. W. Taylor and Gilbreth nearly a generation ago. There is nothing very new 
in them, but their application involves a high standard of managerial ability, which 
perhaps explains why they have not been more widely adopted. 





A splendid character study of Lady Rhondda—‘ by common consent Great Britain's 
most remarkable and most ackhve business woman.’ 





Master Minds in Business 


NO. 2. VISCOUNTESS RHONDDA 
A Personal Sketch 


By Enpwarp JAMES 
London Correspondent of the “ Western Mail.” 


if the uppermost apartment of one of Victoria Street’s highest office 
buildings, almost overlooking the famous station from a sixth or seventh 
story, you will usually find at work a young woman whose plain black 
attire scarcely suggests the possession of immense wealth or the exercise 
of extraordinary power. But if you are observant you will not fail to 
discern in her manner as she bends over her broad flat desk or presses 
button after button to bring members of her staff to her side for con- 
sultation or instruction, that this is no ordinary woman plodding wearily 
away at mechanical processes of office life, as so many women are content 
or are forced to do at this stage of the commercial evolution of their 
sex. Rather would the visitor be impressed on the instant with the sense 
of her individuality, vigorous mentality, directive force, and other 
attributes of the very modern woman, all those excellent qualities tem- 
pered and made more effective by that easy grace and charming humour 
which in the days of the masculine monopoly of Britain’s business life 
was so seldom met with, and yet without which discipline may become 
a cruelty and firmness a tyranny. The woman to whom the description 
is applied is, you will not be surprised to hear, Viscountess Rhondda, by 
common consent Great Britain’s most remarkable and most active 
business woman ; colliery owner; coal exporter ; shipowner ; newspaper 
owner ; director of thirty-five companies, of many of which she is chair- 
man; peeress in her own right; present claimant to a writ of summons 
to the House of Lords; politician; social reformer; champion of 
women’s rights; traveller; landowner, and in her own Welsh estates, 
Lady Bountiful. A substantial gamut of activities and interests; yet 
by no means a complete list of those which find place in the normal life 
of this famous daughter of a world-famous father. 


Early Training: Her Father's Influence 

To be the son of a very prosperous and very eminent man and, 
following in the same walk of life, to attempt to maintain his reputation 
is always a severe test of merit and pertinacity. Sons of a distinguished 
father frequently fail in the public judgment. But the failure is usually 
only relative to the parent’s more notable achievements and attainments, 
which present so lofty a ladder for the son to scale. To be the daughter 
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of such a man is to have added to the ordinary possibilities of failure the 
die-hard prejudices, anti-feminine traditions, and the man-created 
obstacles and restrictions so many of which still impede women’s progress 
in intellectual and business spheres. Lord Rhondda’s confidence in his 
daughter has been fully vindicated by her own success since his death. 
She has looked after the vast interests he bequeathed to her with dis- 
tinguished skill and credit so that she has now come to be regarded as 
having had all the dynamic force that marked ber father, and yet if one 
must be’ frank, without the constant peril of making enemies among 
thin-skinned people who did not relish Lord Rhondda’s caustic speech 
and scathing exposure. Lady Rhondda would be the first to acknowledge 
the extent of her debt to that remarkably versatile and splendidly 
courageous man who gave his life to the country’s service as ungrudgingly 
as any soldier on the battlefields of France and Flanders by undertaking 
the colossal task of organising Britain’s food supply during the war, 
despite grave medical warnings that acceptance of office in his then 
state of health might bring about his death. To him Lady Rhondda 
owes infinitely more than power and title. They were her heritage. 
But to her father’s influence in her early life are due many of her qualifi- 
cations for handling big business. When the quidnuncs were aghast at 
the mere suggestion that women might and ought to enter the professions, 
business and the Civil Service, Lord Rhondda, devotee of the ultra- 
feminist cause in its dark days, steadily prepared her for the part she 
might have to take as the inheritor of vast interests. For there was no 
son to shoulder the responsibility. She recalls how when she was only 
eleven her father used to come home from business and discuss round the 
dinner table all the anxieties and problems he had to deal with during 
the day. When quite a girl she became his constant companion, and 
later went down to his office at Cardiff and then London, at first his 
confidant in most matters, and finally his valued and frank adviser in all 
things. If he did not openly approve he was secretly proud of her 
revolutionary enthusiasm in many directions. He welcomed her Suffra- 
gette outbursts, and stood by her whatever she did or said in that 


campaign. 


A Survivor of the “ Lusitania’’ Disaster 

They were companions on many journeys abroad, whether to the 
States or the Continent; he consulted her about the big schemes in 
Canada and the United States, which she has been left to carry through. 
It was on returning from a tour of American properties, and from the 
consideration of new schemes there, that they had their terrible Lusttanta 
experience. They became separated, however, when that palace of the 
Atlantic was going down, and so did not face the peril together. The 
story of their rescue, Lady Rhondda being picked up unconscious after 
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floating about for hours, stands out as the most thrillmg adventure of a 
highly adventurous life. No story does Lady Rhondda recall with greater 
zest than the unconscious reflection on her father contained in the news- 
paper placard, of which she still keeps a copy, “ Great National Disaster : 
D.A. Saved.” It was as “ D.A.” that Lord Rhondda was known. Lord 
Khondda’s real character has been generally misunderstood. He was 
really an emotional, an intensely human fellow, and one of the tenderest 
things in his life was his deep affection for and devotion to his only child, 
whose mind he sought to fashion on his own. Never tired he of talking 
over with his friends her achievements, prospects, and unconventional 
ideas and ways. 


Student of ‘Business Psychology 

School life helped also to lay the foundation in knowledge, loyalty, 
method and habits for her busy career. She went, like Mrs. Chalmers 
Watson and others with whom she has since been associated with in 
women’s movements, to the famous St. Leonard’s School at St. Andrews. 
“ I think,” Lady Rhondda has told me, “ that what I learnt there more 
than anything was loyalty. Loyalty in its broad senses is, after all, the 
best equipment for life.” As years went by she became and of course, 
remains, profoundly interested in the science of industrialism. The 
psychology of business fascinated her and it was because she spent 
years in approaching commercial and industrial problems, not from any 
sordid ambition to make money, but in order to study the application 
of scientific principles to them, that she was able so easily to wear the 
mantle of her father, to take control of his world-wide interests, when 
he unhappily was called away from this sphere. She is, by the way, 
engaged on writing a formidable biography of Lord Rhondda. One 
confession she will certainly make is extent of her debt to that master 
of business psychology. 


Cultivating Personal Responsibility in the Staff 

Few people who see Lady Rhondda for a few minutes at a time get 
to know how comprehensive, how penetrating is her understanding of 
business in all its ramifications. I think her outstanding merits as the 
head of so many great undertakings consist, firstly, in her extraordinary 
power of advocacy by which is meant her ability to convince people, 
if necessary by easy stages, that her judgment is right. She has all the 
mental and dialectical skill to fit her for the Bar. She has, secondly, 
that faculty for getting others to work, to put their heart into an under- 
taking because she wants them to, to secure the best possible results out 
of her staff. In this respect she knows the Prime Minister’s secret. 
Often, when I have sought that secret of success, she told me that, in her 
view, the surest way of obtaining the best from a staff is to give each a 
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sense of personal responsibility—in other words, not merely trust each 
but let each know that she is so trusted. Every oneof Lady Rhondda’s 
staff feels that she is on her honour. The use of only one pronoun is 
explained later. 


The Policy of Judicious Delegation 

Lady Rhondda settles every question of policy and principle herself ; 
the rest is left to one or other of her staff. It is not her theory that a 
principal ought ‘to be concerned with details, though that doctrine is 
often preached ; she believes that success in big business is only possible 
by judicious delegation to trustworthy experts. In the choice of staff 
her intuitive judgment of people, the ease with which she can determine 
character, help her enormously. Minor members of her staff have often 
confessed to me their astonishment at the degree of confidence their 
chief reposes in them: no one is ever interfered with in the middle of 
a task or a scheme she is working out. She is conscious of Lady Rhondda’s 
assumption that the task is being efficiently carried through, and that 
the judgment of her will be on the ultimate result. 


Dispatch in Interviewing 

Whole days, from breakfast time until the late evening, are given to 
interviewing. Lady Rhondda is expert at this work. Sometimes a deal 
involving millions is approved, so far as she is concerned, in a matter of 
minutes, such is her facility in extracting what she wishes to know. One 
thing has always impressed me at Lady Rhondda’s offices: you will 
never see more than one visitor waiting by appointment at a time. 
This is because of the careful planning of the day’s programme and the 
scheduling of appointments on a generous calculation of the time each 
interview will take, based on the importance of the business and the 
caller. There are great City offices where the queue of callers seems to 
have become the rule. This is bad for the temper, a hindrance to 
business, and in many cases due to the thoughilessness or lack of system 
on the part of those who make the appointments. In interviews, Lady 
Rhondda’s questions and replies come swift and pointed, denoting that 
her mind works fast. Slow thinking and drawling conversation alone 
try her temper. But she has such mastery of herself that this feeling is 
seldom revealed. You never leave Lady Rhondda in doubt about her 
answer, and if it is against you, the disappointment is modified by the 
satisfaction of a breezy interview with a vivacious and shrewdly 
intelligent woman with a mind and methods of her own. 


Lady Rhondda’s Office 
At her work Viscountess Rhondda has her desk in the south-west 
corner of the room so that it catches all the sunshine. So much bright- 
ness pervades the apartment that her working conditions would move 
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to envy those in dismal City offices whose noonday task is difficult without 
artificial light. High up above the din of traffic, her room is as light as 
a glass house. Its size never ceases to astonish one; it is a small hall 
capable of accommodating a hundred people or more, and yet, except 
when Lady Rhondda has convened a meeting there, the only corner in 
use is that where Lady Rhondda’s desk is placed. For herself there is 
a none-too-comfortable office chair; Lady Rhondda does not think too 
much luxury compatible with hard work, but the caller if so minded 
may recline in a low and restful chair. Another thing which strikes the 
visitor as curious is the temperature in which Lady Rhondda is content 
to work. The small coal fire struggles in vain to warm the spacious 
chamber, and in winter time the caller with a sense of humour may 
wonder why it usually happens that the coal magnate is content to be 
half frozen and leave to the mineworker the comfort of roaring fire 
grates. 


An Unique Headquarters Staf: Mere Man Outside 


As I have already hinted, not a single member of the opposite sex 
can claim to be on Lady Rhondda’s headquarters staff; the whole 
place is run by a body of clever women while the mere male experts in 
Lady Rhondda’s personal service or associated with the big businesses 
she controls, come and go all day long. The administration at Victoria 
Street, concerned with her personal affairs and policies, is managed by 
women secretaries, organisers, publicists, and accountants. I ought to 
add that I have sometimes seen a man work the lift; the masculine 
gender must take what consolation it may from that redeeming circum- 
stance. Lady Rhondda has fought resolutely for the open door in com- 
merce for women; she has certainly put her precepts into practice, by 
giving women a chance in her own businesses to cross the forbidden 
portals of pre-war days. The result, as I happen to know, has been admir- 
able ; her staff of women, well equipped in training and personal qualities 
for their executive positions of responsibility, need give no quarter to 
men ; their efficiency is at once a vindication of those who, like the chief 
herself, have expounded the women’s right to a place in the professions 
and in commerce. 

Is there any reason, Lady Rhondda has often asked me, why women . 
should have been forced to remain in the labour market as a poorly-paid, 
subordinate class, practically debarred by deficiencies in training, lack 
of opportunity and hostile traditions, from advancement to higher posts ? 
“ Yet,” she has added, “ there were some who, when women were 
admitted to business, challenged our view that they must strive for the 
best positions; they apparently still think that the whole feminine sex 
should be sentenced to the routine and the mechanical, and that men 
alone must be given the chance to exercise initiative and enterprise, 
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That theory,” she spoke with vigour, “ will soon be as dead as the argu- 
ment that women should not have the vote because they could not go 
to war.” 


A Champion of Woman's Rights 

Lady Rhondda has fought the battle of her sex in all kinds of ways. 
She was the founder and moving spirit in the Women’s Watching Council, 
which kept so sharp a vigilance on post-war legislation and reconstruction. 
The Women’s Political and Industrial League is her idea. She organised 
it, and is president of it. The League and Lady Rhondda waged war 
against the attempt to abolish the shift system for women. But for their 
work, much unnecessary unemployment would have been caused. 
With the League’s help she is still attempting to secure fair play for 
women in the Government offices, and to prevent arbitrary methods 
of dismissal; though it should be explained that she laid it down as a 
cardinal principle that a woman must give up a post claimed by a man 
who had been to the war, if he held it before he went. It was as a result 
of her bold leadership when the first Ministry of Health Bill was going 
through the House that the women won their fight for equal treatment 
in the Civil Service—a victory modified since by the habit Ministers have 
of not fulfilling their pledges. 


Business and Domesticity 

Lady Rhondda does not hold the view that business careers will 
prevent women marrying. No change of this kind in industry can, she 
says, interfere with the fundamental laws of Nature; she thinks, too, 
that there is no necessity for a woman who carves out a career for herself 
in one of the professions or trades give up that career on entering the 
marriage state ; it depends on circumstances. But Lady Rhondda very 
wisely emphasises one thing on all girls and young women who think 
of training for any skilled occupation or of entering business at all, and 
that is, that she must not expect to do her work in business and the work 
of her house as well ; it must be one or the other, if she is going to business 
she must be free from domestic work. This point had obtained emphasis 
in the recent inquiry into the women’s employment, where it was shown 
how many women are breaking down through working at a business, 
and at the same time carrying on with household duties. 


Tasks for the Coming Women’s Party 
And now Lady Rhondda is at work on a new “ Programme ” which 
may lead soon to a powerful and widespread movement. She is at present 
engaged in forming a Central Council to direct the campaign to secure 
its adoption. The programme falls into two groups, the one relating 
to the position of women as mothers and the other to their position as 
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wage-earners. The former includes the reforms needed for the better 
protection of children. The duty of the State to the widowed mother 
with young children is dealt with; Lady Rhondda holds it to be unjust 
that the children should be left to suffer extreme poverty in such cir- 
cumstances. Then come the injustices involved by “ unequal pay for 
equal work ” as between men and women. Equal pay for teachers is 
put in the forefront of this part of the programme. This is because the 
work done by men and women in this profession is so patently equal. 
Lastly, there is the demand for equal opportunities in the Civil Service. 
These reforms must, Lady Rhondda says, be pressed on the Legislature 
at once. 


Lady Rhondda’s Views on Trade Policy 
Lady Rhondda is an optimist about Britain’s trade future, but feels 

that the Government must give industry fair play by not controlling 
or overtaxing it directly. She has no quarrel with trades unionism 
where it is not political, extreme, or heedless of the sanctity of contracts. 
When I talked to her about Bolshevism and its perils, she replied, “ I have 
faith in the common sense of the British workers.” But she believes 
in a greater sense of responsibility being given to the workers in any 
particular industry. Better conditions of living, adequate provision for 
the social and educative interests of the workers, are a passion with her. 
She regards Power as a sacred trust to be used wisely and well for the 
benefit of the community. She is a great reader, loves the open air and 
outdoor pursuits, is specially interested in motoring and the theatre. 
Her beautiful home in Wales is full of treasures. She has no nerves, 
and prefers the air route to the Continent. In public speaking she 
is conversational in style and very fluent. She excels in after-dinner 
efforts, and has something of a record as a public dinner guest-of-honour 
this winter. Finally, let me indicate Lady Rhondda’s extensive business 
interests. She controls, of course, many millions of capital. She is 
chairman of— . 

British Fire Insurance Co., Ltd. 

Cambrian News (Aberystwyth), Ltd. 

Lysberg, Lid. 

Plisson & Lysberg (Insurance), Lid. 

Pure Coal Briquettes, Ltd. 

Rhondda Engineering & Mining Co., Ltd. 

South Wales Printing & Publishing Co., Ltd. 

South Wales Journal of Commerce, Ltd. 

Sheppard & Sons, Ltd. 

Thomas & Davey, Ltd. 
While her Directorships include— 

Anglo-Spanish Coaling Co., Ltd. 
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Britannic Merthyr Coal Co., Ltd. 
Cambrian Collieries, Ltd. 

Celtic Collieries, Ltd. 

Consolidated Cambrian, Ltd. 

Compania General de Carbones, 5.A. 
Craigola Merthyr Co., Ltd. 

Cynon Colliery Co., Ltd. 

D. Davis & Sons, Ltd. 

Genatosan, Ltd. 

Glamorgan Coal Co., Ltd. - 
Gwaun-cae-Gurwen Colliery Co., Ltd. 
Globe Shipping Co., Ltd. 

International Coal Co., Ltd. 

Imperial Navigation Coal Co., Ltd. 

John Lysaght, Ltd. 

North’s Navigation Collieries (1889), Ltd. 
Naval Colliery Co. (1897), Ltd. 

Park Witty & Co. 

Salutaris Water Co., Ltd. 

Société Maritime et Commerciale Franco-Anglaise. 
Time and Tide Publishing Co., Ltd. 
Troedyrhiw Coal Co. 

Welsh Navigation Steam Coal Co. 
Westetn Mas, Ltd. 








A telling exposure of the ‘‘ back door” offered to company promoters by an obliging 
legislature, which permis of extravagant misrepresentation without legal liability. 





‘*Prospectusless’ Companies 


By Jonn P. Earnsuaw, F.C.LS. 
London Secretary of the Guaranty Trust Company of New York. 


A PROSPECTUS being an invitation to the public to apply for an 
interest in a company, and promoters and directors being very 
naturally anxious that the flotation shall be successfully accomplished, it 
follows that every inducement will be held out to the public to accept the 
invitation given in the prospectus. It is therefore customary to find the 
prospects and possibilities of a company set forth, in a prospectus, in a 
more or less flamboyant, and invariably intensely optimistic, style. In 
fact, those responsible for its issue are in many cases only restrained (and 
in some cases, are not restrained at all) from over-doing matters by the 
knowledge that they may be called to account if they authorise state- 
ments of such a nature as will make them liable for what amounts to 
misrepresentation in the legal sense. Now the part of a prospectus 
that lends itself to extravagant verbiage is not included in the disclosures 
demanded by the provisions of the Companies Acts. A prospectus that 
merely complied with those provisions would be a colourless affair, by 
comparison with the type of masterpiece with which the public is so 
familiar. Where the promoter gives rein to his artistic temperament is 
in his representations of what he conceives to be the future of the company. 
The Act merely insists that the promoter’s crying of his wares shall be 
accompanied by certain definite statements of solid fact and by a number 
of “ pointers ” indicating where and when those sufficiently interested may 
obtain access to documents referred to in the prospectus. So that from 
the point of view of the public, the description by those causing the 
prospectus to be issued of what the company intends to do with the money 
subscribed by the public, and of the prospects of its being able to achieve 
its aim, constitutes the most important part of the information afforded in 
a prospectus, 


The Back Door to Company Promoters 

This being so, it is remarkable that the legislature is so obliging as to 
offer company promoters a back door, by means of which they can 
unostentatiously gain admission to Somerset House and fulfil all legal 
requirements, without having to make any representations whatsoever 
as to what they think of the goods they are going to offer. They can do 
this by filing a ‘‘ Statement in lieu of prospectus.” Such a document is 
required to set forth most of the information which the law requires to be 
included in a pukka prospectus. But it amounts to a jamless pill. It is 
merely a legal form. It conveys no invitation to the public, who can take 
it or leave it. If they take it and it disagrees with them, they have no 
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recourse against anybody—provided, of course, that the more or less 
bald requirements of the Statement are well and truly fulfilled. 


“Making a Market ” 


It may be asked, if a mere Statement is filed at Somerset House, how 
are the public to know anything about the company, and by what means 
can they acquire shares? The public are admitted by means of the 
operation of “ making a market.” Some interested parties, or parties 
made interested by the simple expedient of being given an option over 
a line of shares, contrive to make it known to their clients that there 
are certain shares that should be bought in view of pending develop- 
ments. Markets are usual y made in this way when there is a “ boom ” 
on, and the public is ready to buy anything that is put before it— 
oil, rubber, gold mines-——anything that is in favour at the moment. At 
such times, it is only necessary for a broker to say to a client, “ I hear 
that Mayfair Oil Trusts are good.” “Oh ” says the client, “I think PH 
have a hundred or so. How much are they?” Perhaps the broker 
utters a word of caution, while not wanting to spoil the chance of business, 
“ They're 5s. premium, and being talked sky-high. But, personally, I 
don’t know anything about the concern, although a man in the oil market 
told me half-an-hour ago that the property is in a good district. Ifyou do 
buy, I should be inclined to take 4 quick profit.” The client buys ‘100 
shares. Perhaps he could take a shilling or two profit within a week ; 
but boom talk still continues, and he hangs on, only to find himself left 
with the baby after the premium has run off. 


Pitfalls of “ Statements in Lieu of a Prospectus’’ 
Enough has been said to indicate how a “‘ prospectusless ” company 
can be floated, and its shares subsequently off-loaded on to the public. 
Supposing it fails to do any good ; doesn’t find any oul, or gold, or what not, 
or fails to produce any rubber. The holders of the shares have no one to 
gofor. No one ever said the company was bound to succeed. No director 
or promoter put his signature to any forecast of results. No one is liable. 
The essential point for investors to bear in mind is this; that an invita- 
tion to the public to subscribe is a prospectus. To be effective, a pros- 
pectus must necessarily contain certain representations. If any such 
representations are false or grossly misleading, and any person or persons 
who have signed the prospectus can be proved to have acted dishonestly 
or even recklessly (after all, there is not a vast amount of difference between 
the two), he or they can be sued. By issuing no prospectus, the company 
is precluded from making a direct public issue. The provisions of the 
Companies Acts as to “ Statements in lieu of ‘Prospectus ” enable it, 
however, to get its shares taken by the public in an indirect manner, 1.¢., 
through the medium of persons who have taken large blocks of shares, 
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and to whose interest it naturally is to get rid of them at a profit. The 
person who sells the shares does not offer them himself. He gets others— 
stockbrokers, if he can find any willing to oblige—to introduce the shares 
to clients. The result is that, to use a legal expression, there is no privity 
of contract between the actual buyer and the actual seller—the transaction 
takes place through an intermediary who is a mere go-between, earning a 
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commission for fulfilling certain routine duties, viz., recording a bargain, 
receiving payment from the buyer and handing it to the seller, putting 
through the transfer, delivering the share certificate, etc., for which he 
receives a commission. And, as has been stated already, the man or 
woman who is left with the shares has no recourse against anybody. The 
pity of it is that so many people are lulled into a false sense of security by 
their belief in the protection afforded them by the Companies Acts and the 
regulations of the Stock Exchange as to Special Settlements. Asa matter 
of fact, little or no effective protection is thereby given. Once again—the 
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documents. By granting a settlement (that is, permission to the members 
-to deal in the shares) it does not go beyond insisting that the Articles of 
= Association shall be free from certain specified features which they regard 
oas obj ectionable from the shareholders’ standpoint. 













Di Companies Acts Useless against Fraud D 

o oO One final word on this subject. The promoter, vendor, or directar ee 

who is out to get money by unscrupulous means has, or employs those who | 
have, a consummate knowledge of company law. Every legal require- 

-- ment will be punctiliously observed in connection with their promotions. 
And that is all the Companies Registration Department cares about—all, _ 
in fact, that it can care about. But the Companies Acts as they stand at. 
present are utterly ineffective to protect the public against fraud, as has 
been proved times without number. Some people go so far as to say 

¿that the public is so gullible that it isn’t worth protecting. The writer 

does not agree, and in the proper place, will detail some suggestions for 

amendment of the law which would render far more difficult than it is at 
present the task of the swindling promoter, and which would go far to 
exterminating that obnoxious brood known as “ guinea-pig ” directors. 
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Unemployment is rife, and casual callers at the works waste the time of busy.foremen 
and managers. Big firma can avoid this by adopting the system described below. 





The Organisation and Management 
of a Works Employment Office 


The Need for such an` Office 
T. the internal organisation of a modern industrial establishment, the 
Employment Office or Department meets a real need and has probably 
come to stay. It is being increasingly adopted by manufacturing 
concerns where large numbers of workpeople are employed. It will 
generally be found to make for administrative efficiency to instal such 
an office in any works or factory employing, say, more than one thousand 
people. Formerly there was, as a rule, little or no system in the engage- 
ment or dismissal of employees. Workpeople used to come and go in a 
more or less haphazard way. Each department or branch of the 
establishment considered its own needs without reference to the others. 
Managers and foremen were left free to follow their own practices and 
exercise their own preferences. If an applicant for employment was 


- not suitable for a vacancy in a particular department, or there was no 


vacancy at all, he was told so by the manager or foreman and that was 
an end of it as far as the latter was concerned, though, alas! often only 
the beginning of it for the unfortunate employee. The strength and 
patience of people out of work were exhausted in seeking employment 
where none was to be found and the time of busy managers and foremen 
was wasted ‘in unnecessary and fruitless interviews. Now, a call by the 
person seeking work at a central Employment Office, where the labour 
requirements of the whole of the works are focused, obviates the 
necessity for separate and often useless visits to each department. In 
a large works the various departments are sometimes scattered over 
a wide area. Further, before the institution of such an office, if for 
any general cause it became necessary to dispense with the services of a 
number of workpeople in a particular department, the persons responsible 
seldom troubled to inquire, and indeed were not expected to inquire, 
whether any other department or section might be able to engage some 
of the displaced employees. The busy manager had little time or 
inclination to consider any interests outside his own section of the works. 
Of course, transfers from one department to another were sometimes 
arranged, but usually there was no systematic way of dealing with matters 
of that sort. Unnecessary displacements resulted and often unnecessary 
hardship to the employee. The firms themselves lost many useful 
workpeople who might have been profitably retained in their employment. 
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The Purpose of the Office 


The main function of the Employment Office is to unify and co- 
ordinate this section of the administrative side of a firm’s activities. 
Its existence enables the administrative machinery of an establishment 
to run more smoothly than otherwise would be the case. It helps to 
place the right people in the right places. As a result there are fewer 
square pegs in round holes and vice versa. In the long run such an 
office saves the time of both departmental heads and employees and 
prevents much friction and irritation. This is a distinct gain in 
efficiency. Though the introduction of an Employment Office within 
the works sometimes meets with that cold and unfavourable reception 
characteristic of the average Britisher’s attitude towards an innovation, 
if given a fair chance and properly worked, it will prove its usefulness 
and eventually win its way not only to acquiescence but to cordial 
approval. 

The advantages are not confined to the management. Where such 
an office has been instituted, the employee in course of time comes to 
recognise that, from his point of view, it is a friendly and helpful agency. 
He turns to it in connection with various matters that arise in the course 
of his employment. He begins to use it, and is encouraged to do so, 
as an inquiry agency. If his work in a particular department of the firm 
terminates and he wishes to continue in the firm’s employ; if his work 
is beyond his strength and he must secure a lighter job; if he is skilled 
in a particular occupation which he has had to leave through force 
of circumstances but now desires to return to it—in these and other 
eventualities he naturally turns to the Employment Office. If his case 
be a genuine one, there he will always find the will, and not infrequently 
the means, to help him. 


How the Purpose is Fulfilled 


The purpose is fulfilled by the provision of a separate office (this is 
needful for satisfactory interviewing) and the appointment of an Em- 
ployment Manager or Officer with the necessary assistance if the size of 
the establishment requires it. The office should, if possible, be situated 
in a good central position, be easily accessible, and as near as may be 
to the Wages Department, and to the Welfare Supervisor’s Office where 
such exists. All men and women engaged by the firm either should be 
interviewed personally by the ‘Employment Manager or particulars of 
their engagement should be supplied to him. If the number of women 
employees is large enough to justify the appointment of a Women’s 
Welfare Supervisor, it is desirable that the women should be engaged 
by her, though the closest co-operation between the two departments 
should be maintained. Departments in need of employees communicate 
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their requirements as they arise to the Employment Manager, who 
thus has a complete and up-to-date list of the vacancies to be supplied. 
The importance of this cannot be too strongly emphasised, for the 
success of the system depends upon the loyal co-operation of the managers 
and foremen in this matter. If, however, an important administrative 
or technical post is to be filled, and such post requires exceptional 
knowledge or skill, the department concerned may, in the first place, 
deal directly with the applicants; but when the appointment is made 
and the successful applicant joins the staff, certain particulars with 
regard to him should be furnished to the Employment Manager for 
registration and statistical purposes, to which reference is made later 
in this article. 


The Employment Manager or Officer 


The success of the Employment Office depends to a large extent 
upon the man chosen to fill this important post. The office will largely 
be what he makes it. The ideal man is one who combines a pleasing 
personality with intimate knowledge of the works, the various trades 
represented therein, and the nature of the operations carried on. (That 
he needs to be a man of intelligence and adaptability is evident from 
the fact that, in connection with a typical firm engaged in the manufac- 
ture of steel and tools, a classification of trades showed that there were 
no fewer than 147 different occupations represented on the works— 
sixty described as skilled, seventy-eight as semi-skilled, and nine as 
unskilled. Of course, in some of the unskilled occupations larger numbers 
were employed than in the skilled trades. The occupations ranged 
from the highly-skilled and indispensable technician to the unskilled 
but useful labourer.) The Employment Manager should also be well 
acquainted with the various managers and foremen and make them ' 
feel that he is there to assist them and not to usurp any of their powers. 
In the Employment Manager, personality is even more important than 
technical knowledge. The latter may, to some extent, be acquired 
and no opportunity of adding to it should be neglected. But to make a 
success of the position, the Employment Manager should possess an 
equable temper and should be tactful, patient and courteous. He will 
often have to disappoint applicants for employment, but in manner and 
words he can so convey a refusal as to take the edge off the disappoint- 
ment. He must be a student of human nature and always bear in mind 
that a man is greater than his vocation. From his personal impressions 
of an applicant, together with the information elicited by a few judicious 
questions, he should be able to form a fair idea of the applicant’s 
suitability or otherwise for the vacancy to be filled. He must have 
an eye on the future as well as on the present. The potentialities of 
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applicants, as: well as their actual qualifications, must not be overlooked, 
and the Employment Manager should generally be able to gauge whether 
an applicant, perhaps not fully qualified at the moment, will eventually 
make good. 

In a large establishment where a considerable number of boys 
are employed, it will probably be found advisable for the Boys’ 
Welfare Supervisor to deal with the employment of boys. Youths 
under 18 years of age should come under his supervision. Here again 
there must be close co-operation between the Employment Manager 
and the Boys’ Welfare Supervisor. In a small works or factory the 
duties of Employment Manager and Welfare Supervisor are sometimes 
combined, but in a large establishment this is not found practicable. 


Some Details of Organisation 


An applicant for work may come to the Employment Office on his 
own initiative, because he has heard there is a vacancy, in response 
to an advertisement, or because he has been sent by the Government 
Employment Exchange. If after interviewing the applicant, the 
Employment Manager decides that he is suited for the vacancy, or 
that it would be worth while sending him for an interview with the 
manager or foreman of the department concerned, certain particulars 
have to be obtained and recorded. The most satisfactory way of doing 
this is by means of a specially printed Registration Card. A convenient 
size for this card is 8in. by Sin. A differently coloured card can be 
used for women employees. The Registration Card should contain the 
following particulars: applicant’s surname and Christian name or 
names; address (both home address and lodgings where necessary) ; 
age; date of birth; whether married or single; occupation (precisely 
stated); department; manager qr foreman; applicant’s signature. 
There should also be spaces for check number (in the top right-hand 
‘corner of the card) and date of engagement, to be filled up later if the 
applicant be engaged. On the reverse side of the card further information 
may be entered. ‘This may be arranged to suit the special needs of the 
firm, but the following particulars will generally be found useful : number 
of Health Insurance Card; number of Unemployment Insurance Book ; 
name of trade union (if any) to which applicant belongs; name and 
address of last employer, occupation with last employer, check number, 
foreman’s name, length of service, date of leaving, and reasons for 
leaving. There should also be a space-for filling in the date on which 
the character is applied for and the date of its receipt. The reasons 
for most of the information given on the Registration Card are fairly 
obvious, but under the heading of “ The Works Register” in this article 
other reasons are stated or implied. It is also very useful to have the 
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applicant’s war record (if any), such as length of service, whether wounded 
or disabled, regimental number and unit, rank on leaving the forces, 
and whether in receipt of a disability pension. It is not necessary to 
inquire the amount of the pension, but the question of disability is 
important, not only with a view of finding suitable employment for the 
man, but also of keeping a record of the war-disabled men employed. 
Many firms have adopted the “ National Scheme for Disabled Men,” 
under which they have agreed that a certain percentage of their total 
employees shall consist of war-disabled men. 

In addition to the record on the Registration Card, the Employment 
Manager should keep a daily record of applicants who are interviewed 
or sent to foremen for interviews. This is done on an Employment 
Sheet, where the following particulars should be entered: date of 
interview ; index number (consecutive) ; applicant’s name, age, birth- 
day and address ; agency ; last employment ; occupation ; department ; 
date started; check number. The index number is noted on the left- 
hand corner of the Registration Card also. “ Agency” means the 
source from which the applicant has come, e.g., “ Introduced by Foreman 
Brown,” “ Transfer,” “ Re-engaged,”’ or“ Local Employment Exchange.” 

The applicant is then handed an Introduction Card to the manager 
or foreman concerned. This card, which must be signed by the 
Employment Manager, secures the man admission to the works or factory 
and access to the manager or foreman. The adoption of this system 
prevents that unsatisfactory feature of former days—the sight of men 
hanging about the gates on the off chance of picking up employment. 
Suitable cards (postcard size) can be printed, giving the firm’s name, 
date, index number (corresponding to that on the Employment Sheet), 
with spaces for applicant’s name, ‘‘ for employment as,” “ to apply to,” 
and the Employment Manager’s signature. A line is then ruled across 
the card and underneath the following words are printed, with spaces 
for filling in the particulars: “ employed as,” check number, date, 
signature (of manager or foreman). On the other side the card is 
addressed to the Employment Office. If the applicant be engaged, 
the lower part of the card is completed by or on behalf of the manager 
or foreman and the card returned to the Employment Manager. The 
latter is now able to complete the particulars on his Employment Sheet 
and on the Registration Card. Application should be made to the man’s 
last employer, if it has not already been done, for the man’s character 
and the reply should be noted on the Registration Card in the space 
provided for that purpose. If an applicant for whom a Registration 
Card has been made out is not engaged, the Introduction Card is returned 
to the Employment Manager with a note to that effect and the reason 
for non-engagement added. The Employment Manager, at his dis- 
cretion, destroys the Registration Card or retains it in case of a further 
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application from the man. The fact that the applicant was not engaged . 
should be noted on the Employment Sheet. 


The Relation of the Office to the Government 
Employment Exchange 


It is desirable to maintain cordial and constant relations with the 
Ministry of Labour Employment Exchange. The Works Employment 
Office should be the medium of all communications respecting 
employment between the Employment Exchange and the firm. The 
Employment Manager finds it useful sometimes to seek the assistance 
of the Government Employment Exchange when he is in need of a 
certain class of workpeople, and, on the other hand, the Employment 
Exchange is able to ascertain readily where there is a demand for labour 
and the nature of the demand. In some respects the Works Employ- 
ment Office is to the departments within the firm what the Government 
Employment Exchange aims to be to the whole of the industries within 
a town or district. The Works Employment Office is, however, far 
more favourably circumstanced for successfully fulfilling its purpose. 
It can, in the nature of the case, work more intensively and with greater 
precision, 


The Works Register 


One of the most important and useful functions of the Employment 
Office is the compilation and keeping of a register of the whole of the 
employees, both staff and workpeople. Where such a register is not 
already in existence, it will be necessary for a Registration Card to be 
filled up in respect of each employee. Details of such a card have already 
been given. It has also been shown how every new employee has a 
Registration Card made out at the time of his engagement. In order 
to keep the register up to date, it is necessary to have a record of transfers 
and of all men and women who leave the firm’s employ. A Leaving 
Note shou'd be made out by the department dispensing with an employee 
and a duplicate passed on to the Employment Office. In addition, an 
entry should be made in the Leaving Book, which, besides the usual 
particulars as to name, check number, etc., should state the reason for 
leaving. Duplicates of Engagement Notes (or Starting Notes as they 
are sometimes called) should also be filed in the Employment Office, 
thus providing a check on the Employment Sheet and the register. 
Transfers should also be dealt with in the same way. By these means 
the mesh of the Employment Office is drawn very fine and it is practically 
impossible for anyone to enter the firm’s service without a proper record 
being made, with the additional advantage that all such records are 
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- concentrated in one office and are available for ready reference when 
required. To make doubly sure, however, that the Works Register is 
both accurate and complete, it is well to check it periodically with the 
Wages Books. This is greatly facilitated by keeping the Registration 
Cards in departments and in check number order. The register thus 
corresponds to the order of the names in the Wages Books, which in 
practice has been found to be a great boon. There is also the incidental 
but by no means trivial advantage that it is much easier to find a card 
in numerical than in alphabetical order. It is, however, necessary 
to keep an alphabetical Card Index of the employees, as sometimes 
information is needed respecting an employee whose name only is known. 
Small cards will suffice for this alphabetical index, as the only par- 
ticulars required are the full name, address, department, and check 
number. Any further information about an employee can be obtained 
from the Registration Card. The index is the key to the register. In 
practice such register and index have been found exceedingly useful. 
All sorts of questions arise, and all kinds of inquiries are made, both 
within the firm and from outside sources, respecting workpeople, and 
it is a decided advantage to be able to turn up at once the Registration 
Card of each employee. Of course, as far as outside inquiries are 
concerned, the Employment Manager exercises his discretion as to the 
information he imparts. 

The Leaving Book should be examined at least once a week so that 
the Registration Cards of all employees who have left can be transferred 
(after noting on them the date of and reason for leaving and the Leaving 
Book reference number) from the “live” cabinet to the “left” or 
“dead” cabinet. Alphabetical order, with a judicious admixture of 
guide cards, is the best in which to keep the Registration Cards of 
employees who have left. The alphabetical index cards of such 
employees can then be destroyed. The usefulness of the Works 
Register is enhanced when this method.is adopted, for inquiries fre- 
quently arise with reference to former employees. Apart from that, 
in the case of former employees seeking re-engagement—as in certain 
trades many of them do—there are several reasons that make it 
desirable to be able to turn up their old Registration Cards. 

During the war, when returns of the employees in controlled 
establishments were being constantly requisitioned by Government 
Departments, and when records of special classes of munition and other 
workers had to be carefully kept, the Works Register proved simply 
invaluable. Its general usefulness abides. To-day it is also extremely 
useful in connection with such matters as the National Scheme for 
War-Disabled Men and the Interrupted Apprenticeships Scheme, for 
keeping a record of the number of ex-Service men employed, and for 
statistical purposes generally. 
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Employment Statistics 

One of the subsidiary functions of the Employment Office is the 
compilation of employment statistics, It is usually found convenient 
to make such returns monthly. The director responsible for the labour 
section of the firm is thus kept right up to date with the employment 
statistics. The Employment Office is an instrument that accurately 
records variations in the movement of labour. The ebb and flow of 
employment, as far as the particular establishment is concerned, are 
faithfully reflected in its records. General tendencies in the labour 
market, as well as a good idea of the condition of employment in the 
industry concerned, can also be obtained from the Works Employment 
Manager. 


Pathos and Humour 

Whatever else the Works Employment Office may be, it is saved 
from dullness by the constant intrusion of the incalculable human element. 
In some ways the office is a microcosm of the tragedy and comedy of 
human life. If the Employment Manager be a student of human 
nature—and he ought to be—he will never lack material for his study. 
If he be inclined to philosophise or moralise, he can find abundant scope 
for the exercise of such proclivities. 

Pathos is reflected in the industrial misfits that find their way to the 
Employment Office; in the men who have learned skilled trades in 
their early days but who, through misfortune, folly or vice, have drifted 
out of those trades and in course of time have become incapacitated 
for the work they were specially trained for; in the extraordinarily 
large number of strong, able-bodied men between 30 and 40 years of age 
who have learned no trade and who ask for “a bit of labouring.” 
Another unwholesome industrial and social symptom is seen in the men 
and women, fathers and mothers, who bring their boys or girls, often 
under-developed and ill-nourished, in order to get them pushed into the 
industrial machine at an unduly early age, thereby gravely imperilling 
their future physical, mental, and general welfare. The unemployed 
man who, otherwise deserving, is physically unequal to hard manual 
work and has no qualifications for skilled work, is perhaps the most 
pathetic case of all. 

But the atmosphere, happily, is not one of unrelieved gloom. There 
are always men to be met there who cannot remember their check 
number at the last place of employment and who do not know their 
foreman’s name. To them he was “ Bill” or “ Ginger” (so-called 
from the colour of his hair) or, in one case, “ Old Whiskers”’! There 
was also the man who, on being asked his nationality (it was during the 
war), said ‘‘ Church of England,” and the girl who, in filling up the 
Registration Card, wrote—evidently with an eye to the future—‘ Not 
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yet ” in answer to the question, “ Date engaged? ” It is extraordinary, 
too, the number of men who, in addition to having served in the Army, 
are possessed of a wife and four children! Several instances have 
occurred of men who have given their age as 59 at the time of engagement 
and afterwards, when it came to paying the Health Insurance con- 
tribution, have suddenly discovered themselves to be 70 and, more 
remarkable still, have been able to furnish documentary or other evidence 
to that effect. The addition of 11 years to their age in a week is a 
phenomenon that they themselves, or their consciences, can best explain ! 

One further comment needs to be made. The number of men and 
women seeking employment who can speak intelligibly and make 
themselves easily heard is indeed painfully small. Sometimes it is a 
long and tedious process extracting the desired information from them. 
Many of them only part with it on the instalment system and in very 
small instalments at that ! 


Some Conclusions 

Experience in an Employment Office reveals or confirms certain 
weaknesses in our industrial system. It shows, of course, that labour 
becomes more mobile in times of prosperous trade and that a certain 
type of employee seems incapable of settling long anywhere. In 
particular it demonstrates the need for a revival on a large scale of the 
apprenticeship system or the institution of a satisfactory substitute. 
The proportion of unskilled labourers to the number of skilled men is 
unnecessarily large. In the interests of the labourer himself as well 
as of industry, there should be some scientific attempt to co-relate the 
numbers entering particular industries with the actual and potential 
requirements of those industries. A marked diminution in the volume 
of unemployment would result if such a scheme could be successfully 
evolved. This difficult problem is one worthy of the attention of the 
best brains of the country. 
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Should We Learn German? 


By HAROLD BAKER 
‘“ It is of essential importance to the nation that the study of the German language 
should be not only maintained but extended.” —A recent Government Report. 
I HAVE recently returned from Germany and I return to England with 
fears as to our commercial supremacy in the country of our late 
enemy. Our keenest commercial competitors in Germany to-day are 
our own Allies whose business representatives are now swarming that 
country to a much greater extent than are Englishmen. In some areas 
the American Commercial Representatives seem to outnumber the 
English by so much as ten to one. The War naturally condemned every- 
thing German, including the language, which was studied but little, if at 
all, in English schools during the war years. This aversion from learning 
the language of our enemies was perhaps natural, but it is now proving 
detrimental to our commercial supremacy thus to have tabooed the 
language of such a large commercial nation as Germany. During the 
1913-14 Session at one of the leading Schools of the country 182 persons 
were studying German—for the past Session the figure was 82, and that 
is the highest figure reached since 1914. If we are to retain our commer- 
cial supremacy some stimulus must be given to the study of German in 
English schools. If we want business there can be only one way of 
securing it; by making it easy for the purchaser to deal with us. But it 
is useless to persist in quoting him terms in a currency he is unfamiliar 
with, or in trying to negotiate with him in a language he does not under- 
stand. Not all the British Commercial Representatives I met in Germany 
could speak the language, and I was shown letters from English firms 
written in English and quoting prices in £ s. d. instead of in Marks! In 
that direction, however patriotic one may be, it must be admitted that our 
American Cousins are ahead of us. As all deep-thinking economists 
anticipated, the trade boycotting of Germany has proveda myth. Thereis 
in Germany to-day ample scope for the business man who has a knowledge 
of the language. Most of the English travellers I met in'Germany had 
but a smattering of the language and their equipment in the way of 
catalogues and price lists was by no means of the highest standard ; far 
‚too many of them were printed in English alone! Our old-fashioned 
attitude of ‘‘ We don’t need to know a foreign language; the foreigner 
must learn ours,” is responsible for many of these unbusinesslike methods. 
Unless the Englishman goes to Germany better equipped, our territorial 
victory over that country will be followed by (and is being followed by) 
our commercial defeat at the hands of our Allies. The study of German 
deserves every encouragement in order that we may reap from our 
former enemies some of the financial benefit which is rapidly being 
captured by France and more particularly by America. 
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This spirited defence of the diminishing value principle in dealing with depreciation, 
by a leading authority on costing, will be of the greatest interest to accountants. 





Depreciation and Costing 


By W. Howarp Haze 
(Chairman of Hazell, Watson and Viney, Ltd.) 


~ The Diminishing Value v. Flat Rate Principle 


N a recent article under the above title, Mr. Arthur Coles deals with 
the recommendations for dealing with depreciation made at the last 
Annual Cost Congress of the Federation of Masters Printers. The methods I 
recommended at that meeting have been approved by the Cost and Charges 
Committee of the Federation, and were recommended by them for 
adoption by printers at the present time, owing to the abnormal increase 
in the value of all plant since the outbreak of the war. This Committee, 
ever since the initiation of their costing campaign some eight years ago, 
have always advocated that depreciation should be written off diminishing 
values of the plant, and not off the original cost, or flat-rate method. 
Mr. Coles contends that this principle is unsound, and that depreciation 
on original cost is a more correct method. 

The object of writing depreciation is— 

(a) To reduce the book value of the plant year by year, so that the 
amount appearing amongst the assets is a correct one. 

(6) To provide a sufficient capital sum to replace that plant when worn 
out or obsolete. 

(c) To ascertain the annual amount that must be included in the costs 

of production, and so charged to the customers, who should pay for the 
plant that is worn out in supplying to them the goods or services they 
require. 
It is not essential that the sum written off the plant values in the books of 
the proprietor should be the same as the amount for depreciation included 
in the costs of production. It is, however, a very great advantage if 
the two sets of figures can be identical; and thus save confusion and 
extra book-keeping, and permit the costing figures at the end of the 
financial year to be compared and balanced with the profit and loss 
account. 


Plant Value and Price Considerations 


The book value of the plant and the depreciation necessary depend 
upon the aims of the proprietor, and the value to which he wishes to 
reduce this important asset in his business. The value of the plant may 
be placed in three categories. 

1. The value of the plant in a going concern, if the whole business 
were offered for sale. 
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2. The value of each item of the plant if a purchaser were found who 
was willing to buy and remove it. 

3. The break-up or auction price of the plant if the business were 

wound up. 
The price obtained for the plant would vary considerably in each of the 
above categories. If the business were sold with its connection and 
goodwill, the value of the plant would be high, as there would be no 
expenses of removal, and there might be included in the price for the 
machinery an uncertain amount of the goodwill of the business. In 
the second case the value would almost certainly be much lower, as the 
purchaser would have to incur the heavy cost of dismantling the machinery 
and re-erecting it elsewhere. If the seller could wait until he found a 
willing buyer needing the machine, who could see the machine in running 
condition, he would certainly obtain a better price than if he sold it at 
auction prices. If the whole plant were sold by auction, the lowest 
price of all would probably be obtained. The release of a large amount of 
machinery—except at a time such as immediately after the war when 
prices were abnormal—the possible absence of private buyers and the 
presence of second-hand machinery dealers who would only give a lower 
price than the private buyers to whom they must resell, would all tend 
to produce much lower prices than in either of the former cases. 

The normal condition of trading is for a manufacturer to continue his 
business indefinitely, and he would, therefore, desire to write down his 
plant to such a figure that when he wishes to dispose of a machine, he 
would obtain a price approximately equivalent to that at which the 
machine stands in his books. He may wish to sell the machine for various 
reasons. The character of his business may have changed, and though the 
machine is in good condition, he may desire to replace it by another more 
fitted for his new products ; or it may have become obsolete owing to a 
better type of machine being made, or it may be worn out and useless. In 
the first case he can probably find a purchaser who wants the machine ; 
in the second case he can probably sell the machine to someone in a 
smaller business, or who has insufficient capital to buy the modern type 
of machine, and is content to use the older style of machine, and in the 
third case a sledge hammer will reduce it to old metal on its way to the 
junk heap. 

If all these reasons be considered, it will be found that depreciation, at 
the correct rate, on diminishing values fulfils the requirements, and will 
maintain the plant as an asset in the business, at the rate that could 
probably be obtained for it at any period of its life. The rate of deprecia- 
” ation will naturally vary considerably in different industries, and with 
different types of machinery. The rate for delicate fast moving machines 
must be higher than for heavy and slow moving ones, and the-correct 
rate can only be fixed as the result of knowledge and experience. 
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Weakness of Flat Rate Depreciation 


Let us suppose that the anticipated life of a machine be ten years, t.e., 
after ten years it is worn out and unsaleable as a machine, and can only 
be sold for old metal. Should the manufacturer wish to sell the machine 





Eliot & Fry 
MR. W. HOWARD HAZELL 


Chairman of the Costs and Oharges Committee of 
the Federation of Master Printers. 


after a year’s use, he could not possibly obtain the price he paid for it. 
The mere fact of having used it a few times has made it a second-hand 
machine, of less value than a new one, with the maker’s guarantee and 
responsibility for defects. The cost of removal and re-erection and pos- 
sibility of damage, will be estimated by the purchaser and deducted from 
the price of a new machine when he makes an offer. The fall in value 
in the first year or two is therefore considerable. If a 10 per cent. 
flat-rate depreciation be adopted, the machine will be reduced by the 
Same amount in each of the ten years. Take, as an example, a machine 
costing £1,000. The machine at the end of the first year would stand 
at £900, at the end of the eighth year at £200, the ninth year at £100, and 
the tenth year at nil. By this method the machine depreciates 10 per cent. 
on its book value in the first year, 50 per cent. in the ninth year, and 
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100 per cent. in the tenth year. If any manufacturer will consider the 
value of his machines or obtain the opinion of an expert, he will find how 
radically unsound this method is, if he wishes to keep his assets on the 
basis of a continuing business, and occasional sales of plant as circum- 
stances require. Ifthe expectation of the life of the machine be exceeded, 
it disappears as an asset, though it is one, and goods are produced with 
no charge in the cost of production for the use of the machine. 


Practical Advantages of Diminishing Value Principle 


By the method of depreciation on diminishing values, these difficulties 
are obviated and the book values show more correctly the real value 
of the plant. The percentage for depreciation will be greater than in the 
flat-rate method, and theoretically the purchase price will never be 
written off entirely ; but in practice the rate of depreciation should be 
sufficient to reduce the machine to scrap metal value at the end of its 
expected life. In the first year the depreciation would be heavy, in later 
years much less, which would correspond with the price obtainable if a 
sale should be made, and the assets would be maintained at a figure that 
would approximate to a valuation at any time if the correct rate had been 
fixed. Therefore, the diminishing value method accumulates the capital 
necessary to replace a machine which might be sold in the earlier years 
of its life; whereas this would not occur if the flat-rate method were 
adopted, and the machine discarded before many years had passed. 

What is the correct rate of depreciation must depend on the class of 
machinery involved, and the use that is made of it. Plant running day 
and night must be written down much more heavily than plant only 
used in the day. Shafting and prime movers need less depreciation 
than light and fast-running machines, and motor lorries in constant 
use would probably require still more. In any well-organised factory 
the plant would be grouped in departments with sub-divisions, if varying 
rates were required in each department, and by this means the various 
processes of manufacture would each bear the cost of the machines worn 
out in each process. In the printing trade an average of 10 per cent. 
on diminishing values has proved to be correct, but in the different 
departments the rate will vary considerably owing to the various kinds 
of plant, and the different classes of work in printing offices. Thus, 
type may be worn out in three or four years by daily use, or last for ten 
years or more if locked up in standing formes, and there is always a 
considerable value in the old metal when the type is worn out, which can 
only be properly dealt with by the diminishing value method. Certain 
kinds of printing and cutting machines last for very many years, and 
are always saleable until near the end of their life. These varying values 
and rates of depreciation must occur in all industries, and there can 
be no dictum as to the exact life of plant in general. 
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Alternative Suggestions 


Mr. Coles does not agree with the suggestion I made in order to 
accumulate the necessary capital to replace machinery at post-war prices. 
It was suggested that a second amount equal to the annual depreciation 
should be written as a “reserve for the replacement of machinery ” 
and that this additional sum should be included amongst the costs of 
production. It was also suggested, as an alternative, that the plant 
should be revalued, and normal depreciation written on the new and 
increased values. If the latter method were adopted, the appreciation 
in the value of the plant would appear as a liability in the balance sheet 
as a reserve for the replacement of machinery. If such a plan were 
adopted by all manufacturers the result would be extremely profitable 
to all the valuers in the country. It would, however, have this dis- 
advantage, that the post-war values of machinery of the last twelve 
months have been very high and uncertain. A slump in trade, or the 
introduction of new and labour-saving machinery, stimulated by the 
high cost of labour, or the reduction of the prices of machines due to mass 
production or increased competition amongst the makers, may in a few 
years render a valuation made in 1919 or early in 1920 quite inaccurate. 
There is no doubt that a valuation of the plant from time to time is of 
great value, as it gives a manufacturer an independent and expert opinion 
of the current value of his assets, and shows him whether his rate of 
depreciation is correct, and if his plant is sufficiently insured. 


The Rival Principles and Costing Methods 


The second point to consider is how far the flat-rate or the diminishing 
value rate is correct in regard to the costing methods. As machines 
become older there must of necessity be breakages, repairs, complete 
overhauls and the replacement of worn parts. This expense increases 
year by year, and adds to the cost of running the machine. When a machine 
is under repair, it cannot be used, and the “idle time ” increases, and 
there is a consequent increase in the hourly rate of the machine when it 
is running. In addition, there is always a tendency for work to be put 
upon the newer and more efficient machines, and when work is slack 
the old machines are always the first to stand idle, and thus increase 
their hourly rate. Under the flat-rate method the annual cost of a 
machine, therefore, steadily increases owing to the cost of repairs and 
growing percentage of idle hours; whereas under the diminishing value 
method, the increasing costs due to these causes are more or less 
compensated for by the decreasing amount of the annual depreciation. 

In the interesting Report on Costing issued by the Federal Trade 
Commission of Washington, U.S.A., the methods of determining de- 
preciation are considered. After explaining the flat-rate and diminishing 
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value methods, the report states, “ the advantage of this method (on 
diminishing value) in the interest of normal costs, is that the decrease 
in depreciation charges is ordinarily offset by an increase in repairs.” 

There are many arguments that can be adduced in favour of either 
the flat-rate, or diminishing value method of depreciation, and each 
manufacturer, or preferably each industry, should adopt a uniform system 
best suited to the conditions of the trade. If the manufacturers in an 
industry adopt different methods, it must inevitably affect the cost of 
production, and lead to greater variations in the prices quoted, than 
if a uniform system be accepted by all. The aim of the Costing Com- 
mittees who are endeavouring to standardise methods in different trades 
is to eliminate these variations which often lead to unreasonable price- 
cutting and the many evils that ensue. The discussion of the subject 
has many advantages, as it leads manufacturers to investigate their 
«methods, and revise their rates of depreciation if necessary. The increase 
in the value of machinery in the last few years, and the probable much 
greater use of new and expensive machinery in the immediate future, 
make the method and the rates of depreciation to be adopted a matter 
of great and growing importance to all manufacturers who use a large 
amount of machinery. 





Watching Overdue Accounts 


Too should be a uniform system of following up overdue accounts, no 
matter whether the business is large or small. To allow customers to take 
their own time when money is plentiful, and suddenly press for payment to meet 
a temporary lack of funds, is a bad policy. Statements should be rendered with 
unfailing regulanty—-whether weekly, monthly, or quarterly will depend upon the 
custom of the trade. At the time they are made out, a list should be prepared 
of all amounts overdue. This can be done on foolscap paper, and in addition to 
name and address of customer, and Ledger folio of account, separate columns 
should be provided to show the following particulars: Total amount outstanding, 
amount now overdue, and date when payment ought to have been made; past 
experience with same account—whether always slow, or otherwise; note of 
previous applications, if any; and a wide space in which to note date of form 
letters and reminders sent during the current month. The list should be checked 
with the Ledger at intervals, and payments marked off as received. This will 
be found an excellent means of keeping in touch with your accounts.—The 
Storekeeper. 
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Another valuable article for investors, in which publio attention is drawn to a recent 
development of company promotion that is open to grave abuse. 





‘Offers for Sale” 


By A BARRISTER 


A o has again been drawn in the Press to a recent develop- 
- à. ment of company promotion in the form of the offer of shares to the 
public by an issuing house or financial group, acting as intermediary 
between the company and the investing public; and as the legality of 
this expedient has been questioned in certain quarters the subject is 
obviously an important one and of considerable interest both to the 
company, the intermediary and the investor. 

The following sections of the Companies (Consolidation) Act, 1908, 
must be carefully considered, as they govern the situation. Section 
285 defines a prospectus as “‘ any prospectus, notice, circular, advertise- 
ment or other invitation, offering to the public for subscription or purchase 
any shares or debentures of a company.” Section 80 states that ‘ every 
prospectus issued by or on behalf of a company or in relation to any 
intended company ” should be dated and a copy signed by the directors 
filed with the Registrar. Non-compliance with this section entails a 
liability to a fine of {5 a day for every person knowingly a party to the 
issue of a prospectus not complying with the section. 

Section 81 provides that “ every prospectus issued by or on behalf of a 
company or by or on behalf of any person who is or has been engaged or 
interested in the formation of the company” must disclose certain 
essential information with regard to material contracts, names of vendors 
and sub-purchasers, the purchase price paid for the property and generally 
the necessary facts which every intending investor should have before him 
before subscribing to the issue. 

It will be observed that an “ offer for sale ” comes within the terms of 
Section 285 if it offers to the public for purchase any shares or debentures 
of the company and clearly the legislature intended to bring within the 
scope of the definition an offer to the public of shares subscribed for by 
an intermediary and then purchased from that intermediary by the 
public through the medium of a prospectus or circular containing the 
offer for sale. Unfortunately such an offer for sale is not made by or on 
behalf of the company ; it is made by the original subscribers for the 
shares. Consequently it is not within the terms of Section 80. Secondly, 
it is not made by a person engaged or interested in the formation of the 
Company, and accordingly Section 81 with its lengthy and impressive 
list of safeguarding clauses for the investor has no application. 

In short the Companies (Consolidation) Act, 1908, so far as its well- 
intentioned but ill-drafted prospectus clauses are concerned, is of little pro- 
tection to the investor who is left to rely on the Common Law, for nothing 
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in Section 81 “ limits any liability which any person may incur under the 
general law.” His real protection rests, however, on the reputation and 
position of the intermediary, of the brokers, and others who in the unsatis- 
factory words of the statute authorise the issue and of the Stock Exchange 
Committee where that body can exercise control. ‘But once admitted 
that the intermediary who has acquired a block of shares can dispose of 
them to the public without complying with the statutory requirements, 
it is easy to see how this may lead to reckless and irresponsible promotion 
of companies. Fortunately as regards the majority of public issues 
effected by advertisement in the Press, the financial standing of those 
authorising the issue is not open to criticism. 


Two Recent Examples 

We propose to take two recent examples to illustrate the usual procedure 
by which the offer for sale is carried into effect. 

Case 1. Charles Semon & Co., Ltd., recently made an issue through 
the Rock Investment Company of 349,593 74 per cent. Cumulative 
Preference Shares, each fully paid, at the price of 17s. per share. The 
authorised capital of the Company is £600,000 divided into 350,000 
Preference and 250,000 Ordinary Shares. It is clear that such an issue 
could not be made by the Company as shares cannot be issued at a 
discount, and that it could only possibly be made by an intermediary, 
in this case the Rock Investment Company, Ltd., which had already 
acquired its shares from the Company. 

As the prospectus shows, Charles Semon & Co., Ltd., acquired the 
assets of Charles Semon & Co. from Redfern, Ltd., for £600,000 paid as 
to £307 in cash, £349,693 in fully paid Preference Shares and £250,000 
in fully paid Ordinary Shares. 

The Rock Investment Company, Ltd., acquired the shares from 
Redfern, Ltd., and the Preference Shares were in due course offered 
for sale at 17s. per share, the profit to the Rock Investment Company, 
being 1 per cent. above Bank Rate upon their outlay and one shilling per 
share. The investor was required to pay 2s. per share on application, 
a letter of acceptance was then issued on behalf of the Rock Investment 
Company, Ltd., requiring payment of the balance, viz., 15s. per share ; 
a transfer stamped at the rate of {1 per cent. was then executed from the 
Company to the purchaser who in due course receives a fully paid share 
certificate of Charles Semon & Co., 'Ltd. 

Now take the reverse side of the medal. The AB Company, Ltd., is 
formed with a nominal capital of £100,000. Arrangements are then made 
with the C D Company,'Ltd., by which the latter Company agrees to 
underwrite the shares but the agreement allows this underwriting company 
to relieve itself of its obligations by finding other persons to take up the 
shares. TheCD Company, Ltd., may quite conceivably be unable to fulfil 
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its obligations to the A B Company, Ltd., if the public response is unsatis- 
factory, nevertheless the law allows the offer to be made although the 
prospectus will give such information as the Chairman of the A B Company, 
Ltd., thinks desirable and this minimum the C D Company, Ltd., will 
supplement and embellish as the exigencies and imagination of the 
directors of the latter Company may suggest. If the public are sufh- 
ciently “ on the feed” an allotment in this case is made direct to the 
purchaser, It is obvious that the fraudulent or irresponsible promoter who 
issues his prospectus not through the medium of the Press but via the 
Post Office can with impunity unload the shares of questionable ventures 
upon the public. If prosecuted by the Board of Trade it is necessary for 
the prosecution to prove that an offer to the public has been made. Thus 
in a recent case it could only be shown that one person had received the 
prospectus, although it had been circulated broadcast, and the case was 
dismissed as no offer to the public was proved. If this difficulty is got 
over then the defendant can successfully plead that the prospectus did 
not require registration under Section 80 as it was not issued by or on 
behalf of the A B Company, Ltd., and that it was exempt from Section 81 
because it was not issued by or on behalf of the A B Company, Ltd., or 
by any person engaged or interested in the formation of that Company. 

Case 2. Jute Industries, Ltd., was recently formed to acquire the whole 
of the ordinary shares of six companies and the preference share capital 
of another. The capital is £7,000,000 divided into £4,000,000 9 per cent. 
Cumulative Participating Preference Shares and £3,000,000 Ordinary 
Shares. The National and Provincial Investment Trust, Ltd., agreed with the 
Company to subscribe at par for 2,500,000 Preference Shares for a com- 
mission of 54 per cent. to cover the cost and expense of the issue. The 
National and Provincial Investment Company, Ltd., then made under- 
writing arrangements with a firm of brokers who entered into the usual 
sub-underwriting agreements. The offer for sale was then made by the 
Trust, but as the prospectus was not issued subject to Section 81, no 
disclosure was made finter alta of the purchase price paid for the ordinary 
and preference shares of the seven associated companies, nor of the 
amount of the preliminary expenses of the company. The Stock Exchange 
Committee accordingly intervened and before allowing dealings in the 
shares required the disclosure of fuller information which was duly 
published and showed that the purchase price for the shares of the 
associated companies was £4,478,810 and that apart from the 54 per cent. 
commission payable to the Trust the preliminary expenses of the company 
were estimated at £80,000. In this case too, all shares applied for were 
allotted direct by Jute Industries, Ltd., and not by transfer to the 
applicants from the vendor company. And yet the issue was made on 
the assumption that it was in no sense the prospectus of Jute Industries, 
Ltd. 
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The intervention of the Stock Exchange Committee is opportune to 
show that where the shares sold are to be dealt in on the Stock Exchange, 
the weakness of the Company Law can be, to a certain extent, fortified by 
the effective exercise of the powers of the Committee, but where the issue 
is not to be dealt in on the Stock Exchange, there is no such check upon the 
operations of the fraudulent promoter working through the Post’ Office. 

In this connection a writer in a contemporary observes: “At first 
these “ offers ° were made by parties who had genuinely acquired the shares, 
and were in fact the beneficial holders. For a long time past the practice 
has been adopted of having an intermediary who may be, in fact,a bogus 
holder. The thing is worked in this way. Immediately the company is 
formed, the promoter enters into a contract with another party—not 
infrequently a limited company with a nominal capital—who agrees to 
subscribe for or procure parties to subscribe for the shares. The latter 
then underwrites and proceeds to ‘ offer’ the shares by means of a pros- 
pectus that is not a prospectus within the meaning of the ‘Act. So 
potent is the evasion that it is quite common practice for the shares not 
to be sold at all, but the vendor undertakes to procure the allotment of 
them to the applicant.” 

Whether a juggle of this sort, it is asked, could be sustained in a 
Court of Law is open to grave doubt. Can it be maintained that such an 
offer, even if it is admittedly not “ by,” is not made on behalf of a person 
interested in the formation of the Company?” In that case there would be 
a breach of the Companies (Consolidation) Act entailing aright to damages 
against the persons responsible. 

In conclusion, it may be added that the “ offer for sale” has for 
some time past been engaging the attention of the Board of Trade, 
from whom action may be expected at no distant date. 
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A helpful and most timely contribulion, showing the best method of dealing with 
Kecess Profiis Duty refunds in the preparation of Accounts. 





Losses and E.P.D. Refunds 


By W. REGINALD Bray. 


AP it is not yet known when the Excess Profits Duty will be taken off, 
and as many claims in respect of huge losses are being made, it is 
important when preparing Balance Sheets to see that these refunds are 
properly dealt with. 

An Excess Profit Duty refund being the repayment of Duty on Past 
Proftts cannot therefore have any bearing on a current Trading Loss. 
Possibly, after taking this refund into consideration, there may be no loss 
on balance, nevertheless this would be a very erroneous manner in 
which to view the general situation. The example given below will 
show the best method of dealing with the estimated amount of an 
E.P.D. refund in the preparation of Accounts. 

It 1s assumed a Company has in the past paid Duty to the extent of 
£20,000, and that in the year ended 30th November 1920, they made a 
Loss of £14,000. 

The Loss after adjustment according to the provisions of the various 
Finance Acts (after adding thereto the Pre-War Standard and Statutory 
Allowance) becomes a Deficiency of £17,500. The Duty to be refunded 
at the rate of 584 per cent. (1 Month @ 40 per cent. 11 months @ 60 per 
cent.) would amount to £10,208. 

The carry forward from the previous year is taken to be £4,180, so 
that the Profit and Loss Account will now be in debit to the extent of 
over £9,000 which will not present to the Shareholders a very rosy aspect. 

It is advisable therefore to see the Inspector of Taxes with the Accounts 
so that the Deficiency may be provisionally agreed (although he will 
not probably certify for repayment until the Accounts have been presented 
to the Shareholders) and then this amount should be brought into the 
Profit and Loss Account on the face of the Balance Sheet as follows— 


PROFIT AND LOSS ACCOUNT. 


4 
Balance per last Account . ; ‘ . ° 4,180 
Less 


Loss one yea to date as per pont and Loss 
Account . £14,000 
. Deduct 
Excess Profits Duty CERES aes 
for the current year i . 10,208 eas 
A 








This is the only fair way of bringing in a Refund by debiting the 
Commissioners of Inland Revenue and crediting the Profit and Loss 
Account on the Balance Sheet otherwise the Trading Loss would be 
artificially reduced and the actual facts in respect of Trading disguised. 
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It must be borne in mind, however, that Excess Profits Duty refunds 
are liable to Income Tax, Assessment being made on such in the year 
in which they are received. If the refund in question, vtz., £10,208, was 
received in August, 1921, it would be assessed in the Income Tax Assess- 
ment for 1922-1923 (the Accounts to November, 1920, forming the 
basis of the 1921-22 Assessment). 

The Income Tax rate might by 1923 be 7s. 6d. in the £ and therefore 
if that were so the Company would have to pay £3,828 on the Refund. 

It will be noticed that the Profit and Loss Account after bringing the 
Refund into Account is now in Credit to the extent of £388. 


Utility of Frequent Audits 

In connection with E.P.D. Refunds doubtless many Companies will 
arrange to have their accounts audited at shorter intervals for the purpose 
of obtaining the refunds earlier. 

For instance, a Company whose financial year ends on the 30th 
November, 1921, would by having a Balance Sheet prepared at 31st March, 
1921, obtain the refund six months earlier, it being presumed, of course, 
that a very considerable slump in trade had taken place or that sacrifices 
of huge stocks at prices below cost had been made. 

Another interesting point to be considered with the cancellation of 
E.P.D. (whenever it takes p’ace) is the levelling up of the Accounting 
Periods to rope in every business so that each has to pay or is able to 
claim (in respect of Deficiencies) for the same number of Accounting 
Periods. 

In order to bring this about it seems that the 4th August, 1921, can 
be the earliest date at which E.P.D. will cease (if taken off at the next 
Budget) as a business whose financial year ends on 30th September has 
already paid or been liable to pay 7 times whereas for the one whose 
financial year ends on 31st March, only 6 applications have been made 
up to the present day. 

A business, therefore, of which the financial year ends on 31st July, 
1921, will be liable in the ordinary way, the only difference arising out 
of this method of computing being that 5 months of that period will be 
at 60 per cent. and the remaining 7 at a duty yet to be fixed. 


mi 
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The important functions and responsibility of the " credit man” are seldom realised 
by the salesmen, who will therefore appreciate this readable account of his duties. 





“ The Credit Man ” 


By Limur.-Con. H. A. P. Disnzy, B.A. (Cantab.) 
Vital Considerations in Granting Credit 


i every business house of considerable size there is, as all business 
men know, a financial department within which or at the head of 
which is : what the Americans call the “ credit man.” This unfortunate 
individual is at once the butt of the sales department and the executive— 
of the former because he is alleged to hold up orders quite unnecessarily 
while he makes inquiries as to the financial standing of the customer, 
and of the latter because he has not, by the last day of the month, man- 
aged to collect all the money due to the firm and which is outstanding 
on the books. However, it often happens that the sales department at 
any rate have but a very foggy idea as to why the “credit man ” exists, 
how he works, and what a great responsibility is his. 


Duties of The “Credit Man” 


How many salesmen, when they secure an order, give a thought as 
to the ability of their customer to pay? He has placed the order and 
accepted the terms—he occupies a spacious office and lives well—then 
why should anyone suppose that he is not solvent? In perfectly good 
faith, therefore, the order is accepted and sent to the financial department 
for the credit approved stamp before the goods are despatched. There 
it comes under the scrutiny of the “credit man.” To him the order 
appears merely as a piece of paper on which a certain firm orders goods— 
he cannot see the spacious office and the ever ready cigar, the well- 
dressed window and the manager’s Rolls Royce. If he could, these things 
would not impress him. What he wants to know is “ Can he accept 
Mr. Smith’s implied promise to pay according to terms?” Of course, 
he can never predict this with certainty, but he has several means at 
his disposal which enable him to form an opinion. First and foremost 
are the firm’s own ledgers. If the customer has dealt with the firm before, 
the credit man can, by consulting the ledgers, see exactly how he has 
paid up in the past. If he has always adhered to terms he can feel 
reasonably certain that he will continue to do so. If, however, he has 
been slow in the past, the credit man must go further, and consult his 
records. From these he will be able to see whether or not the customer 
in question has required pressure in the past to make him pay up. Per- 
haps he will find a note to the effect that the customer has, in the past, 
been put in the collector’s hands, or even been sued in the courts, All 
this information will be available at a glance if the credit records are kept 
in the form of a card index as suggested below. This card, besides 
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showing briefly the firm’s experience of the customer, will also show the 
opinion of the Mercantile agency on the ability of the customer to meet 
his engagements. Now the “ credit man,” with his card before him, must 
seriously consierd whether or not it is advisable to allow credit. If the 
order is a small one, and the customer has been put in the collector’s 
hands in the past, it is rarely worth while to try and cultivate the business 
by allowing credit—the expense of collection swallows up profits, and so 
the business is not worth having. 


Problems for The ‘‘ Credit Man” 


If the customer has been sued in the past it is rarely tf ever worth 
the risk of allowing credit. In these cases, the order should be marked 
“cash before delivery ” or “ pro-forma.” But here enters in a problem 
of the greatest importance in credit work, and one for the solution of 
which no definite rules can be laid down, but which relies for its solution 
on the accumulated knowledge and experience of his firm’s business on 
the part of the “ credit man.” For instance, a customer may be consistently 
slow in payment. Every account becomes the subject of correspondence 
and endless trouble and expense is incurred, but his orders are large, and 
experience has shown that the money always comes along in the end. 
In a case such as this it might be very bad business to hold up an-order 
for £1,000 until the £2,000 outstanding in the books has been paid. In 
this, as in every other branch of his work, the “ credit man ” has to draw 
on his past experience and use his good judgment. There are many 
credit problems which no amount of card indexing will solve, they only 
assist in the solution, often merely as a means of refreshing the “ credit 


J 3? 


man’s’’ memory. 
Now suppose an order is received from a customer whose name is 


not on the firm’s ledgers. The “credit man ” has no past experience to 
draw upon for information, and his firm have nothing on which he can 
base an opinion. He may ask the customer for references and take 
them up. Bank references are, in the opinion of the writer, of little 
value. They are, it is true, an indication of the apparent solvency of 
the customer, but they only speak as to his bank balance—no indication 
is given of his outstanding debts or of the extent of his liabilities. 

“ Credit men ” should, however, be careful in this use of references, for 
many firms resent being asked for them, and might withdraw their orders 
and place them elsewhere. On the other hand, many firms of good 
repute will volunteer the names of other firms to whom reference may be 
made, when they place their first order. In cases of this type it is fairly 
safe to let the orders go forward, and to take up the references afterwards. 
The voluntary furnishing of references may, and often does, mean that 
the customer intends to place large orders, and wishes his right to credit 
to be firmly established at the outset. 
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Treatment of New Customers 


When a firm places an order for the first time and does not give 
references, it is essential for the “credit man” to obtain some sort of opinion 
as to the financial stability of his customer, before passing the order 
or insisting on “ cash before despatch.” The only sources of information 
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open to him are the Mercantile Agencies who make it their business to 
find out all they can about any firm about whom they receive an enquiry : 
who keep elaborate and up-to-date records showing the financial standing 
of all firms about whom they have made enquiries in the past, and whose 
agents penetrate to every town and village in this country and abroad. 
These agency reports are very valuable as being in reality the result 
of the experiences of other houses in their dealings with the firm about 
whom enquiries are being made. They are, however, far from infallible. 
They serve as a guide, but only as a guide. 

When putting out an enquiry to a Mercantile Agency, it is usual to 
ask whether or not they consider the subject of your enquiry to be “ good 
for £200 credit,” say, or to ask to what extent they advise that credit 
should be allowed without an undue risk being incurred. Suppose the 
report states that “ Credit to the extent of £200 or so is not considered 
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-to incur an oe risk.” ý Ni suppose. > that the clistomer’ s S ackount shows 
Ta debit balance of £205, and an order is received. for £50 worth of goods. — 





What action is the “ credit man” to take? Opinions differ very widely, 

and again the “ credit man ” must be guided largely by his own experience. _ 

and judgment. As a general rule it may be taken that if an account o 

has always been satisfactorily settled in the past a strict limit need not 

_ be set on the amount of credit allowed. If the account has not been 

. ‘satisfactory i in the past, and the “credit man ” is of the opinion that the 
customer is over-reaching his ability to settle within a reasonable _ 


time, then it must be carefully considered whether or not the business. 
is likely to prove profitable. If it is not the order should be marked. 
“pro-forma,” and its loss risked. If it is likely to be profitable, it is 
usually the best policy to pass the order and, without referring to this 
new order, at. the same time to write to the customer and point out that 
his account is overdue, and that it is regretted that if it is not promptly 
settled it will be impossible to extend further credit. It will be seen from 
the above what a heavy responsibility is assumed by the ‘‘ credit man” 
when he puts his initials to the “ credit approved’ stamp. In doing so 
he is, in effect, saying to his Managing Director, “I have satisfied myself 
that this customer is capable of paying his account according to terms, 
and will do so.” 


A Simple Card Index System 


It is very tempting for the “ credit man ” to rely on his memory, but 
tod much faith should not be placed in the power of recollection. It 
should also be borne in mind that should he fall ill or die his successor 
will have a very difficult task unless he has reduced all his experience 


to a form in which it is readily and quickly accessible. The writer has. . 


_ found that this is most conveniently done by means of a card index. 
A card is made out for each customer, on which appears his name 
and address and telephone number in the top left-hand corner. In the 













Smith, A. & Co., Ltd., | CREDIT 
3 High Holborn, E.C. Good. 
Tele. Central 2000 Good for small amts. . 
Caution 
Pro-forma 


E (as the case may be) 
| Notes: Slow payer-—June a/c paid Dec. Jan. a/c paid May. 
~ p oon orl Put in collectors’ hands 2-3-20 ‘a 
ee ae Statements to be rendered by 5th of month following delivery. Pay Day 
= first Thursday second month following delivery. 






the body of the card is written a short summary of past experiences in 
K dealing: with the customer and any information which may be useful, 
f 498- 


“top. right corner is written the “ credit sanding” of the customer. On a — 
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such as the terms on which he does business, his pay day, etc. Here, 
also, should be entered any details regarding accounts which have had 
to be put in the hand of the collector. Such a card would then look 
as shown on page 498. 

It is not necessary to insert any further details on the cards. If 
the words “ Good for small amts. only ” or ‘‘ Pro-forma ” appear on the 
card of a customer from whom an order has been received, and fuller 
information is required than is given on the card, reference should be 
made to the ledgers, the Mercantile Agency report file, and any 
correspondence on past transactions there may be in the “ credit man’s ” 
own files. _ 

To sum up. It is the duty of a “credit man ” by hard thinking and 
sound judgment—while doing nothing to hinder the business of his 
company or cause offence to customers—to do all in his power to prevent 
the contraction of bad debts. l 





Practical Costing - 


By JAMES ALLAN 


I1].—Stores Management, Etc. 


T management of a Store and the controlling of the records kept by 
the storekeeper have an important bearing on the returns made for 
costing purposes. ' 

Shop managers and foremen in some businesses advocate that the 
Stores affecting them must come entirely under their control. Some- 
thing has to be said in favour of this, as no responsibility can be laid on the 
office, but from the writer’s experience the shop managers or foremen 
should have nothing to do with the records kept therein, nor the returns 
to be made by the storekeeper if reliable and accurate costs are wanted. 
The manager or foreman of a shop is there for production. He puts 
forward his requisition to the storekeeper for any material he may require 
and it is up to the storekeeper to be in such a position as to be able to 
supply his needs immediately, except in isolated cases where the material 
is not kept in stock. As the foreman will be aware of this, due notice 
should be given by him to the storekeeper to have such material ordered 
and ready for issue on the date required. 


A Stores Department in the- Office 

In a business where a number of stores exists it is desirable that a 
Stores Department should exist in the Office and the individual in charge 
have control of the Stores and all records kept therein. The storekeeper 
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should be appointed by the Stores Department and must have a good 
knowledge of the material together with a commercial knowledge as to the 
records requiring to be kept, the condition they must be in, and he must 
be able to appreciate the value of them. If these few suggestions affecting 
the management of the Stores were adopted the head of every ‘firm would 
realise, at an early date, that valuable information could be handed to him 
at any time regarding the stocks in the Stores. 'As far as the cost of run- 
ning the Store was concerned he would find that it was very much reduced 
compared with when a man was in a store who was not capable of keeping 
records or making returns. This method, in many cases, results in a staff 
of men having to be put on to straighten out things before accurate 
information desired can be arrived at, such times as, when information is 
required regarding the stocks of special material or half-yearly stocks for 
the financial books. 

Prior to the War, in most businesses, one usually found a labourer 
in charge of the store ; a man, who, at some time or other had met with 
an accident in the works and had been put into the store to issue material 
on request. During the War things were run on a different footing. 
Orders were placed and no prices fixed, which, of course, resulted in costs 
having to be prepared which had to be gone through in detail by auditors 
before a price could be arrived at. This meant that the stores in such 
places had to be reconstructed, records kept, and a proper and reliable 
system installed, so as to be able to make returns of stores material issued, 
for cost’ purposes. 

To-day we are under much the same conditions. Material, Wages, 
etc., are rising, with the result that it is difficult to quote prices without 
the aid of costs. The time has come when all businesses realise that 
costs are essential and the material has to be, as it were, locked up under 
the safe custody of a storekeeper who is responsible for his records and 
returns made, so that the cost of any job or department can be arrived at. 

In my next article I propose to deal with the condition the Store 
must be in before records can be kept, what records are necessary, and the 
returns to be made. 


(To be continued.) 
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This excellent summary of the conclusions of the Rates Advisory Committee, and of 
their probable effect on railway charges, should be carefully studied by every trader. 





Curent Transportation Problems 


By GEO. B. LISSENDEN, 
Author of “ Indusirial Traffic Management,” ete., etc. 


16. The Forthcoming Railway Rates Revision 


i will be remembered that on the 6th February last year, the Minister 
of Transport requested the Rates Advisory Committee to advise and 
report at the earliest practicable date as to (1) the principles which 
should govern the fixing of tolls, rates and charges for the carriage of 
merchandise by freight and passenger train, and for other services ; 
(2) the classification of merchandise traffic and the particular rates, 
charges and tolls to be charged thereon, and for the services rendered 
by the railways; (3) the rates and charges to be charged for parcels, 
perishable merchandise, and other traffic conveyed by passenger train, 
or similar service, including special services in connection with such 
traffic. 

The Rates Advisory Committee has now issued its report—it is 
dated 22nd December, and is issued as Command Paper No. 1098, 
obtainable through any bookseller—and it will be useful if we this month 
consider this report and its effect upon the traders of this country if the 
Committee’s recommendations are adopted. 


A Summary of the Rates Advisory Committee’s 
Proposals 
To begin with, it will be as well to summarise the main conclusions 
at which the Committee have arrived. They are as follows— 


(1) The present general scheme of railway rates gives satisfaction, and should 
be continued 

(2) The great increase in the cost of materials and wages during the last few 
years, renders necessary new adjustments of rates, which involve sweeping away 
the maximum scales of rates and charges embodied ın the Railway Rates and 
Charges Orders Confirmation Acts, 1891 and 1892, and the limitations on tolls 
for the use of railways, etc., imposed by the Special Acts. 

(3) For the future, the principle of fixing maximum scales and allowing the 
railway companies to fix actual rates within those maximum scales should be 
abandoned, and the actual standard rates and tolls should be fixed by an 
independent Tribunal. 

(4) The standard rates to and from a station should (as now) be composed of 
a conveyance rate, with a charge for station terminals and a charge for service 
terminals, the terminals being payable only when nse is made by the trader of the 
station accommodation or the services, as the case may be. 

(5) The rate to a private siding should (as now) be composed of a conveyance 
rate with a charge for accommodation provided and services rendered by the 
railway company at or in connection with the private siding, which may be fixed 
either directly, or by charging the station rate and allowing a rebate equal to the 


601 








Business - Organisation - and « Management 





difference between the terminals andthe value of the accommodation and services 
at or in connection with the private siding. If, however, the trader makes use 
of the station or of other accommodation provided by the railway company or of 
any of the terminal services, he should be liable to be charged in accordance with 
the use so made. 

(6) The conveyance rate should be a mileage rate per ton, varying in an 
ascending scale according to the classification of the goods conveyed, a new classi- 
fication being fixed either by the Rates Advisory Committee or by the new 
Tribunal to be set up. 

(7) The mileage rate should be upon the cumulative principle, with a descending 
scale of rates as the distances increase, the scales of distance being both for 
England and Scotland: (1) The first ten miles; (2) the next ten miles; (3) the 
next thirty miles; (4) the next fifty miles; (5) the remainder of the distance. 
The scales of rates for these distances should be fixed by the New Tribunal. 

(8) The rate should be computed on the basis of continuous mileage when the 
transit is over the lines of more than one railway company. 

(9) A minimum charge should (as now) be made when the conveyance is over 
a short distance, and the New Tribunal should decide what this distance should 
be and whether it should be the same when the transit is over the lines of more 
than one railway company. 

(10) The classification should be divided into a greater number of classes than 
now exists, and should take account of the quantity of goods constituting a con- 
signment, a lower classification being accorded to goods forwarded in large 
quantities than to the same goods when sent in smaller quantities. 

(11) Exceptional rates cannot be abolished, but every effort should be made 
to incorporate as many of the exceptional rates as possible in the standard rates 
by the adoption of conditions as to quantity in the classifications. The existing 
exceptional rates which cannot be so incorporated should be made the subject of 
agreement between the railway company and the traders concerned, with an 
appeal in case of difference to the New Tribunal; but exceptional rates which are 
less than 10 per cent. below the standard rate for similar goods under the same 
conditions should be disallowed, and no exceptional rate more than 40 per cent. 
below the standard rate should be allowed without the express sanction of the 
New Tribunal. 

(12) In future, the railway companies should be allowed to quote new 
exceptional rates, subject to reporting the same to the Ministry of Transport, 
who should be empowered to refer any such rate to the New Trib for 
allowance or disallowance. 

(13) All exceptional rates which have not been used for more than a year 
should be treated as obsolete and cease to exist. Where an exceptional rate owes 
its origin to water or other competition which has ceased to exist, it should be 
abolished or brought up to an amount which is reasonable in the existing 
circumstances 

(14) Charges for collection and delivery should not be included in standard 
or exceptional rates, but the railway companies should be entitled to make a 
reasonable charge for collection or delivery, any difference as to the reasonable- 
ness of such charge being made subject to determination by the New Tribunal. 
The Companies should not be bound to make delivery of goods to any trader who 
is not willing that it should deliver the whole of the goods consigned to him, but 
subject to this provision should be bound to make collection or delivery at all 
places where it holds- itself out as willing to collect or deliver the class of traffic 
in question. 

(15) All rates fixed by the Tribunal should show separately the amounts 
included for conveyance and terminals respectively. In the case of exceptional 
rates not so fixed, the railway company should be authorized to determine and 
show separately how much of the rate is for conveyance and how much for 
terminals respectively, or, in the case of rates to or from private sidings, how 
much is for conveyance and how much for services rendered at or in connection 
with the private siding; but where the company has failed at the time of first 
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taking the rates on its books so to distinguish the amounts included for convey- 
ance and terminals, the rate in the case of station to station rates should be deemed 
to be composed of conveyance rates and terminals charges in proportion to the 
amounts included in the standard rates fixed for similar goods to and from the 
same stations, and in the case of rates to and from a private siding, the railway 
company should be under the same obligation as now to render an account showing 
the division of the rate, but such division should not be conclusive. It should 
be declared that the inclusion in an exceptional rate of an amount less than the 
standard charge for terminals should not of itself be a ground for treating the 
charge as an undue preference in respect of Terminal Charges. 

(16) The conditions upon which railway companies shall carry merchandise 
(other than dangerous goods) and livestock should be determined by the Rates 
Advisory Committee or the New Tribunal, and should be subject to variation by 
the New Tribunal on the application of the railway companies or any body of 
traders whom the Tribunal shall consider sufficiently representative of the%class 
affected. Any conditions so fixed should be deemed reasonable in any proceedings 
where the question of reasonableness may arise. 

(17) Different rates should be charged for goods conveyed at company’s risk 
and owner’s risk respectively in all cases where a substantial risk attaches to the 
carriage of the goods, the conditions attaching to these respective contracts of 
carriage being determined in the manner mentioned in the last preceding para- 
graph, and the difference in charge being determined in a similar manner. The 
amounts of the difference in the charges should be indicated in the classification. 
The conditions in regard to damageable goods not properly protected by packing 
should be framed as not to throw an undue burden on the railway companies. 
The difference in the amount of risk attaching to the companies when carrying 
livestock at company’s risk or owner’s risk respectively is not sufficient to justify 
the fixing of differing rates. 

(18) The New Tribunal to be set up for the purposes above mentioned should 
consist of three permanent members, one being a person experienced in railway 
business, one being a person having experience in commercial or industrial affairs, 
and the Chairman being an experienced lawyer, aid these persons should be 
required to give their whole time to the business of the Tribunal and be paid. 
In addition, a panel of railwaymen and a panel of men actively employed in com- 
mercial or industrial affairs should be set up, and, whenever required, one person 
from the railway panel and one person from the business panel should be added 
to the permanent members to constitute the Tribunal and should have a vote 
on all questions arising. 

(19) The Tribunal should determine the classification of goods and the actual 
standard rates to be charged, and perform the other duties and exercise the 
functions indicated above. 

(20) The Tribunal should be directed by Act of Parliament so to fix in the 
first instance the standard rates as to provide that each of the railway companies 
or groups of railway companies shall, with good management, be enabled by 
charging such rates to earn sufficient revenue to pay all their costs, charges, and 
expenses, and to receive a fair rate of profit. The Act should indicate what in 
present circumstances is to be deemed to be a fair rate of profit. To arrive at the 
income to be earned by the railway companies, the Tribunal should take into 
account revenue derived from the carriage of passengers as well as goods and 
from the exceptional rates remaining in force, and to secure the provision of the 
desired revenue should be entrusted with the duty of fixing passenger fares and 
other charges relating to passenger traffic, and to be given power to direct per- 
centage increases in exceptional rates, so as to secure a fair contribution from 
every class of traffic. If and so far as possible the rates should be made uniform 
over all railways, but it 1s doubtful whether this can be effected. 

(21) The New Tribunal should also have the duty of determining whether any 
and, if so, what variation should subsequently be made in rates and fares whether 
upwards or downwards, and this should apply either generally to the whole of 
the rates and fares or in regard to any particular traffic or class of traffic. The 
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Tribunal should have power to vary the classifications or any of them. When 
making any such variation, the Tribunal should have power to direct that increases 
or decreases be made by way of percentage or otherwise in all or any class of 
exceptional rates for the time being in operation. 

(22) No limitation by way of maxima or otherwise should be placed upon the 
rates to be fixed by the Tribunal either generally or when any variation is made. 
The railway companies should be prohibited from charging any rates above the 
standard rates fixed by the Tribunal, but should be entitled to apply to the 
Tribunal to increase the standard rates or any of them, and any body of traders 
sufficiently representative of the traders affected should be entitled to apply to the 
Tribunal to reduce the standard rates or any of them. 

(23) Where the railway companies have agreed to continue any existing 
exceptional rates or have granted any new exceptional rates without the inter- 
position of the Tribunal, they should be entitled to reduce such exceptional rates 
subject to the same limitation as in the case of granting new exceptional rates ; 
and subsequently to increase any rates so reduced to the amount at which they 
previously stood; but if the railway company propose to increase any exceptional 
rates above the amount at which ıt is originally agreed, any trader affected should 
be entitled to apply to the Tribunal to consider the amount of the rate and the 
Tribunal should fix the amount to be charged having regard to all the circum- 
stances of the case. No exceptional rate fixed by the Tribunal should be varied 
without the consent of the Tribunal, but any railway company or trader con- 
cerned should be entitled to apply to the Tribunal to vary any exceptional rates 
either upwards or downwards. 

(24) Local ‘“‘ Conferences ’’ of railwaymen and traders should be set up at the 
principal centres of trade to act as conciliation boards, but should have no 
coercive powers. 

(25) Ireland should as far as possible be dealt with in the same manner as 
England and Scotland. 


Observations on the Committee’s “ Conclusions ’’ 


Conclusions (1) and (2) call for no special comment ; but with regard 
to (3) and (4), we would observe, first of all, that it is in our view 
essential for the protection of the trader that maximum rates be fixed, 
or trouble is bound to arise as between the trader and the carrier. It is 
essential, too—and we are now dealing with conclusion No. 4—that the 
different constituent parts of each rate be set out very clearly and dis- 
tinctly in the rate book, so that the trader concerned may know what 
he is actually paying for. It is not sufficient for the trader to know 
that certain services are charged for—he must know how much he is 
paying for each service, so that if he does not require the railway com- 
pany to perform any of those services for which a charge is included 
in the gross tonnage rate, he may claim a rebate at the rate set out in 
the rate book for the performance by the company of such service. 

It will be seen by (5) that what the railway companies endeavoured 
to bring about—as dealt with very fully in our last month’s article— 
is not coming to pass: that is to say, the Advisory Committee do not 
agree with the railway companies’ contention that a private siding shall 
be regarded—for the purpose of rates and charges—as on the same 
footing as a railway station, but recommend—on the contrary—that 
a rebate shall be allowed to the private siding owner in respect of any 
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services of which he relieves the railway company and for which they 
make a charge in their gross tonnage rate. During the hearing of the 
evidence of the Scottish railway managers in particular, it was argued 
very strongly that the work performed by the companies at a private 
siding was as great as the work performed at a railway station, and an 
attempt was made to show that the private siding owner should really 
pay “station ” rates. In our last month’s article we pointed out the 
unfairness of this contention, and it must give the private siding owner 
much satisfaction to see that the Advisory Committee do not accept the 
railway company’s view. Here, again, however, we hold very strongly 
to the view that all the rates quoted to a private siding owner should be 
set ont in detail in the railway company’s rates book, so that the private 
siding owner can see what services are charged for in the general make-up 
of the rates charged to him. 

In this connection, one must also read conclusion No. (15) for this 
particular recommendation—-and such, of course, it really is—has great 
bearing on the matter. It is all very well to recommend that the 
“standard ” rates shall be set out separately in the rates book; but 
if all the “ exceptional ” rates are not to be treated in exactly the same 
way, then the traders concerned will be at a considerable advantage, 
inasmuch as—on the Advisory Committee’s own showing—the great 
bulk of the traffic which passes over the English railways-—-75 per cent. 
is about a fair estimate—is charged for at “ exceptional ” rates. The 
fair and equitable thing would be to insist that each and every rate 
recorded in the rates book be detailed so that all concerned could see 
how much was charged for “ conveyance,” how much for “ station ” 
terminals ” ; and until this is actually done, there is bound to be dis- 
putes and collisions between the railway companies and the big trading 
interests who use the railways as to what amount is allowable in those 
instances where the trader performs certain services on his own behalf. 


Proposed New Rates and Classification 

Recommendations Nos. (6), (7), (8), and (9) can be taken together, 
and it will be seen from these that the submissions which the traders 
have made to the Rates Advisory Committee have been accepted and 
acted upon. The day has long since passed when each railway company 
should be allowed to charge a separate charge as though it were a distinct 
and separate undertaking, and the time has arrived when the continuous 
mileage on a “through ” journey should be looked upon as a complete 
whole, more especially is this so in view of the proposed “ grouping ” 
of the various railway systems. 

Very much could be said with regard to Nos. (10) and (11), which 
again may be taken together. A revision of the Railway Classification 
was—as the reader already knows—long overdue, and it is quite fit and 
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proper that the number of classes should be extended as the Committee 
have proposed. We will return in a moment to the Classification itself, 
but meantime would say that the Committee’s recommendations with 
regard to “ exceptional ” rates is likely to be severely tested. The Com- 
mittee’s proposal—as will be seen—is that many of the “ exceptional ” 
rates now in force should be made standard rates; but the companies 
are apparently not to be allowed to quote very low “ exceptional ” rates 
for very large quantities, and this means—in other words—that the 
trader who sends (say) a thousand tons of traffic per week or per month, 
will be paying nearly as high a rate as the trader who is only sending 
a few truck loads during the same period. 

Those interested will—it is safe to say—claim, as they have done 
in the past, that if they can guarantee that a very large quantity of traffic 
will pass during a given period they should be allowed a very low “ excep- 
tional’ rate for the conveyance of the goods, and in days gone by the 
railway companies themselves have always encouraged traders to send 
their goods in bulk—train loads if possible—as it has been said by the 
railway officers that they could thereby cut down their operating costs 
very considerably and give the trader the benefit. If this is not to be 
allowed in future, the railway companies themselves, as well as the traders, 
will lose considerably. 


Goods Improperly Packed 

To revert to the subject of the revised classification: since the 
Advisory Committee issued their report, the railway companies have 
issued—through the Railway Clearing House—a revised railway classi- 
fication containing “‘ Provisional Proposals for Submission to the Rates 
Advisory Committee,” and it will be opportune to refer, in passing, to 
some of the proposed new conditions. No. 3 reads as follows— 

When the Companies undertake to carry goods not packed or insecurely 
pe the ordinary rates are charged, subject to the Companies being relieved 

m liability for loss or damage due to the absence of packing or insecure packing. 

Owner’s Risk rates, where in existence, are only charged when the Consignment 
Note for “ Goods to be carried at Owner's Risk” is used. 

It must be frankly admitted that the railway companies have estab- 
lished, by one or two test cases in the High Courts, that if any goods 
handed to them for conveyance are not properly packed—according to the 
railway companies’ standard of packing—the companies can charge 
company’s risk rates for conveyance without accepting any liability. 
But we hold distinctly to the view that this is both unfair and inequitable 
—the opinions of the High Court judges notwithstanding. We do not for 
one moment admit that the railway companies are the sole judges of 
whether goods are properly packed—on the contrary, it seems only fair 
that the traders concerned should know whether the packing which 
they adopted is safe enough to stand the railway journey, and, in any. 
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event, they should be allowed to contribute their views on the matter. 
And certainly it ‘cannot be considered just—from a business point of 
view—for a railway company to charge company’s risk rates for owner's 
risk traffic. 

Then again, according to this proposed new clause No. 3, owner’s 
risk rates are only to be charged where the companies’ own form of 
consignment note is used. What of those traders—and there are hundreds, 
of course—who use their own form of consignment note? Are these all 
to be disallowed owner’s risk rates or told in effect to scrap their own 
documents ? Such a position cannot be admitted. 


A Grossly Unfair Provision 


Then thé proposed new Clause 8 provides, by Section (b), as follows— 


Each package weighing less than 14 lbs. forming part of one consignment is 
reckoned as weighing 14 Ibs., whether the total weight so calculated is under or 
over 3cwts. The total weight is subject to the regulations and scales for small 


parcels. 

This, it will be seen on consideration, is grossly unfair, for hundreds 
of manufacturing firms put up their products in small packages 
weighing less than 14 Ibs., and these firms will, of course, be very hard 
hit if such a clause is allowed to pass into law. Suppose, for example, 
that a consignor hands to a railway company 100 small packages each 
weighing 7 lbs., it means—if the above quoted clause is allowed to stand 
—that he will have to pay a rail charge of exactly double on the actual 
gross weight; and to multiply a number of such instances during the 
course of a month or twelve months would mean a very great increase 
in the carriage account of that particular trader. So far as we can see, 
there is nothing in the original Rates and Charges Order Confirmation 
Acts of 1891-92 which -justifies any such provision as the railway com- 
panies are here endeavouring to introduce, and it is therefore very clear 
that this proposed new condition is both unfair and illegal. 

The Rates and Charges Order Acts, 1891-92, empower the railway 
companies to charge Class 3 rates for any unenumerated article, but 
in the revised classification the companies are seeking power to charge 
Class S—or its equivalent, which they now propose to call Class 20— 
for any such unenumerated article; and they seek authority to charge 
Class 20, the highest charge that can be made, on all merchandise, the 
name of which is not shown on the consignment note. This again is 
one of those conditions which must be contested very strongly, because 
it will—if allowed to pass—hit the trader concerned very badly. For 
instance, suppose after the revised railway classification is approved, an 
entirely new and comparatively cheap article is placed on the market, 
the railway companies would be allowed, under their proposed new 
condition, to charge the highest rate in existence for the conveyance 
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of that article; whereas actually one of the very lowest might be appli- 
cable. Then again, the present law says that the railway companies can 
only charge the highest rates for the conveyance of any article if the 
railway company have demanded to know the contents of a consign- 
ment and the trader has withheld that information, but it will be seen 
that the companies are desirous of getting round this obligation on 
their part to make a request for traffic to be declared. 


Rates and Conditions of Conveyance 

From what has just been said, it will be seen there is every reason 
why a thorough investigation should be made into the Conditions appli- 
cable to the various rates chargeable by the railway companies, and it 
will be observed that by recommendations (16) and (17) -respectively 
that the Advisory Committee suggest ‘‘standard”’ conditions should 
be arranged. This is another long overdue revision, and it is to be 
sincerely hoped that the New Tribunal, which it is proposed to set up 
to go further into these matters, will give the traders a full and patient 
hearing as to the manner in which they have been treated by the 
railway companies in the past. To-day it is no uncommon thing 
for a traders’ claim on goods conveyed at company’s risk to be bluntly 
turned down on the grounds that the claim was not submitted within 
the “ prescribed period.” This “ prescribed ” period has been fixed by 
the railway companies themselves, and, as the reader is doubtless well 
aware, is three days for goods lost or damaged en route and fourteen 
days from the date of despatch for any consignment which may be 
entirely lost. During the last two or three years—as has been shown 
in previous articles—many traders have suffered very great hardship 
because they have been lenient with the railway companies and given 
them plenty of time within which to deliver a consignment, only to find 
- that they have been over-generous and over-considerate towards the 
railway companies, and have had to pocket the loss when their consign- 
ments have gone astray. It has been argued by the railway companies 
that they have fixed this “ Time Limit” not to impose any hardship 
on any trader, but merely to protect themselves from receiving claims 
months after the traffic has passed; but, as has been said, in practice 
it has been found that the railway companies interpreted their condi- 
tions—in many instances, at any rate—very arbitrarily and strictly 
legally, the result being that traders and firms of very high standing 
have suffered considerable losses. 


The Proposed New Tribunal 
To deal thoroughly and exhaustively with each of the Advisory 
Committee’s recommendations would involve pretty well a complete 
issue of this journal being occupied, and one must therefore necessarily 
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limit one’s comments to the main points, and that has been the writer’s 
purpose throughout this article. Before concluding, however, reference 
must be made to the proposed New Tribunal. Times out of number, 
and for many years past, the present writer has advocated the establish- 
ment of an entirely New Tribunal for dealing with the practical trans- 
port matters of this country, and it is with considerable satisfaction 
that one reads the Advisory Committee’s recommendation in this respect. 

To have set up a Tribunal to which these deeply-involved traffic 
matters can be referred will ensure that the many anomalies which now 
exist will be removed—this, of course, provided the New Tribunal is 
properly officered and given the necessary power to enable it to deal 
with the many matters awaiting decision, and one can only hope and 
trust that Parliament will be wise enough to foresee what is likely to 
be required in this connection and provide accordingly. 

Viewed as a whole, the Advisory Committee’s report certainly is 
satisfactory, and the members of the Committee are to be congratulated 
on the fairness they have shown. As already stated, the réport is issued 
as a Command Paper 1098; it is obtainable through any bookseller or 
direct from His Majesty’s Stationery Office, Imperial House, Kingsway, 
London, W.C.2, price 9d. net; and the reader will be well advised to 
secure a copy of it, and to study it for himself and consider how the 
recommendations set out therein will effect his particular business. 





Who Pays the Wages of Supervision ! 


| ee employee pays for superintendence and inspection. Some pay more 
and some pay less. That is to say, a dollar-a~day man would receive two 
dollars a day were it not for the fact that someone has to think for him and supply 
the will that holds him to his task. The result is that he contributes to the support 
of those who superintend him. 

Make no mistake about this: incompetence and disinclination require super- 
vision, and they pay for it—and no one else does. The less you require looking 
after, the more able you are to stand alone and complete your tasks; the greater 
your reward, Then, if you cannot only do your own work, but direct intelligently 
and effectively the efforts of others, your reward is in exact ratio; and the higher 
the intelligence you can rightly lend, the more invaluable is your life. 

The Law of Wages is as sure and exact in its working as the law ot the Standard 
of Life. You can go to the very top. And going down the scale, you can find 
men who will not work of themselves and no one can make them work, and so 
their lives are worth nothing, and they are a tax and burden on the community. 
Do your work so well that it will require no supervision, and by doing your own 
Pa you will save the expense of biring someone to think for you.—ELBERT 

UBBARD. 
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Notes for the Company Secretary 


By ALBERT OREW, Barrister-at-Law, Author of “ Company Law 
for Business Men.” 


VII. The Secretary : His Duties, Powers and Liabilities 


HE secretary of a company is, in law, a mere servant. But in fact 
he is also an officer of the company, and often its agent. His duties 
depend on the terms of his appointment, and/or on the articles. Usually 
he is the agent of the directors for carrying out the clerical work of the 
company which though not in fact under their direct supervision, is 
subject to their general control and direction. He conducts the general 
correspondence of the company which relates to its shareholders respecting, 
inter alsa, transfers and calls. He keeps the books of the company which 
are required by the Companies Acts, 1908 to 1917, or those which are 
incidental thereto, ¢.g., register of members, the share ledger, the register 
of mortgages. He convenes under the direction of the board all meetings ; 
he prepares the agenda, attends the meetings and minutes its proceedings. 
In short, he is responsible for the secretarial work of the company as 
far as its internal administration is concerned, and as required by the 
Companies Acts and the articles of the company. He may or may not be 
responsible for the clerical work of the trading side of the company, 
and the growing tendency of the age is for the secretary to become rather 
the professional secretary than to be its secretary and general utility 
man. The intricacies and pitfalls of the Companies Acts demand 
expert knowledge and experience, which can only be acquired by proper 
professional training and specialisation. 

Where a person is secretary of more than one company, it is not 
necessary that he should write a letter from himself in one character to 
himself to inform himself in another character. What the Court has to 
see is whether the information he gets as secretary of the one company 
comes to him under such circumstances as that it is his duty to com- 
municate it to the other company: Re Fenwick, Hobart & Co., 1902, 
1 ch. 507. The fact that he has certain knowledge in his capacity of 
secretary of one company, will not fix another company with notice, 
unless he owes a duty to the former company to give the notice and the 
latter to receive it, and not even then, if he has been guilty of fraud 
or even irregularity. Hampshire Land Co., 1896, 2 Ch. 743. 


His Powers 


The powers of the secretary of a company are governed by the fact 
that he is usually the agent of the directors for the clerical and secretarial 
work of the company. He cannot convene a meeting apart from the 
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sanction of his directors or other proper authority. In re State of Wyoming 
Syndicate, 1901, 2 Ch. 431, but such a notice will be valid if subsequently 
ratified by the directors on the principle that the ratification of an act 
purporting to be done by an agent for and on behalf of his principal 
dates back to the performance of the act. Hooper v. Kerr Stuart & Co., 
83 L.T. 729. 





Elliott & Fry 


MR. ALBERT CREW 


The secretary has no power, whether under superior directions or 
otherwise, to alter minutes of meetings, either by striking out or adding 
anything. In re Cawley, 1889, 42 C.D. 226. The secretary, qua secretary, 
has no authority to bind the company by contract or to make representa- 
tions for it so as to induce other people to take shares. Barnett v. South 
London Tramways, 18 O.B.D. 815. Until passed by the directors, he 
has no power to register a transfer. Chida Mines v. Anderson, 22 T.L.R. 
27 ; he can, however, certify a transfer, but if he does so fraudulently, 
the company will not be liable. Whitechurch v. Cavanagh, 1902, A.C. 117. 

Lloyd v. Grace Smith, 1912, A.C. 716 enunciated the principle that 
a principal is liable for the fraud of his agent acting within the scope of 
his authority, whether the fraud is committed for the benefit of his 
principal or for his own benefit, and therefore it is a question of fact in 
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alee case wflether the secretary has acted under the express or implied” - 
authority of the company or of its directors to make him solely liable. 


His Liabilities 

The secretary is an officer of a company, and usually itsagent. He has 
therefore certain statutory and other duties in common or alternative 
with directors or other officers, for which he may incur liabilities in default 
thereof. 

As an agent, he is liable at common law, and by the Prevention of 
Corruption Acts, 1906 and 1916, to be sued or prosecuted for taking 
secret commissions and bribes. He may be sued for negligence, but 
may set up the Statutes of Limitations. Municipal Freehold Land v. 
Pollington, 1890, 63 L.T. 243. He may be personally liable for the 
misapplication of a company’s funds. Joint Stock Discount v. Brown, 
8 Eq. 406 ; in this case, however, the secretary obtained relief, but not 
substantial relief. If a secretary obeys irregular instructions, he will be 
personally liable, e.g., if knowingly taking part in the issue of a fraudulent 
prospectus. He may be dismissed for misconduct, which need not be 
misconduct in the carrying on of the service of the company or its business, 
It is sufficient if it is conduct which is prejudicial or is likely to be pre- 
judicial to the interests or to the reputation of the company, and the 
company will be justified, not only if it discovers it at the time, but also 
if it discovers it afterwards, in dismissing the secretary. Pearce v. 
Foster, 1886, 17 Q.B.D. 536. 


Statutory Duties and Liabilities 


section 216 of the Act of 1908 provides that if any director or officer 
(which includes a secretary) of any company being wound up destroys, 
mutilates, alters or falsifies any books, papers or securities, or 
makes or is privy to the making of any false or fraudulent entry 
in any register, book of account, or document belonging to the 
company with intent to defraud or deceive any person, he shall be liable 
to two years’ imprisonment. The secretary’s name and address must be 
included in the statutory report, s. 65 (3) (d). He may make the statu- 
tory declaration that the prescribed conditions for commencing business 
have been complied with, s. 87; in default he may be liable to a fine- 
of £50. But it is chiefly as an officer of a company and not as its secretary 


that he may have to perform statutory duties and therefore is liable to : 


incur the consequent statutory liabilities in default thereof. 

- If named in the articles, he may make the required declaration as 
to compliance with the statutory requirements previous to the company 
obtaining its certificate of incorporation. Amongst other statutory 
duties as a secretary or other officer he must sign and forward to the 
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registrar a return as to allotments, and if knowingly in default, he is 
liable to d fine of £50 each day the default continues. 

As an officer of the company in the case of bills of exchange and 
promissory notes in which the company is not properly described, e.g., 
by omitting the word “Limited,” he is personally liable thereon, unless the 
same are duly paid by the company, and is further subject to a fine of 
£50. 
If he is a person duly authorised, he is liable to a fine of £50 each day 
and also a fine of £100 for failing to comply with the requirements of 
the Act of 1903 as to the registration of mortgages by s. 99. 

As a secretary or other officer he is liable to a fine of £2 each day 
during default and also a fine of £5 on refusing to allow inspection of or 
not forwarding copies of documents in reference to the register of 
debenture holders, s. 102; he is also liable to a fine of £5 each day 
during default for failing to issue share certificates at the proper time, 
s. 92; and in the same capacity, when knowingly being a party in 
default in calling an annual general meeting he is liable to a fine of 
£50, s. 64. 

By s. 281 the secretary may be criminally liable to a fine of £100 and 
for two years’ imprisonment for wilfully making a statement false in any 
material particular in any return, report, certificate, balance sheet, or 
other document required by or for the purposes of any of the provisions 
of the Act of 1908. 

The secretary is liable to be examined in a winding-up privately by 
s, 174 or publicly by s. 175, and if a delinquent, may be rendered liable 
under s. 215 for misfeasance. 

S. 117 provides that a document or proceeding requiring authentication 
by a company may be signed by a secretary, and need not be under its 
common seal, 


His Remuneration 

A secretary is either paid a fixed salary or, if not exclusively engaged 
in the services of the company, by fees or salary. He may be a clerk 
or servant within s. 107 and 209 as a preferential creditor, unless he does 
not give his whole time to the service of the company, and discharges 
the general duties of his office by a clerk appointed and paid by himself. 
Cairney v. Back, 1906, 2 K.B. 746. He has no lien for his remuneration 
on the books of the company. Barnton Hotel v. Cook, 1899, 1 Fraser, 
1190. If dismissed for wrongful behaviour he cannot recover salary 
which is not due and payable at the time of his dismissal, but which is 
on y to accrue due to become payable at some later date, and on the 
condition that he has fufilled his duty as a faithful servant down to that 
later date. Boston Deep Sea Fishing Co. v. Ansell, 39 C.D. at p. 364. 

An order for the winding up of a company is usually equivalent to 
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a notice of discharge to the servants of the company. Chapman’s case, 
1 Eq. 346. If the secretary is entitled to notice, he can at once commence 
proceedings to recover damages, but not for damages for loss of employ- 
ment after the date of the winding up order. Dale & Plant, 1889, 
1 Meg 338. 


His Dismissal and Suspension 


Apart from breach of contract or misconduct, and in the absence 
of any agreement as to notice, a secretary is entitled to fair and reasonable 
notice which depends partly upon the nature of his duties, his position, 
his salary and other circumstances. Usually he is entitled to at least 
three months’ notice. When suspended from office his position has been 
defined by Cotton, L.J., in Boston Deep Sea Fishery Co. v. Ansell (supra) 
as follows: When a man is suspended from the office he holds, it is merely 
a direction that so long as he holds the office and until he is legally dis- 
missed, he must not do anything in the discharge of the duties of the 
office and a resolution by a company to discharge him from his employ- 
ment from the posit on he held, cannot pe taken to relate back to the 
date of his suspension. 





The Value of the Trade Journal 


Nie trade papers are authoritative institutions (says The Advertising 
World), ably edited by men who are well versed in the trade they represent, 
and who have at their command trade news services of a most reliable nature. 
Indeed, such papers might well be described as the “ Intelligence Department ’* 
of a trade. The distribution of trade information quickly and efficiently, com- 
bined with the expounding of valuable articles on organisation and other matters 
that are of real interest from the commercial point of view, ensures for the trade 
journal a place on every business man’s desk. From every issue he will learn 
something that will help him in his business. Because of that, trade journals 
have been described as the continuous text-books of salesmanship. ... Not all 
business men in England realise the extent to which overseas buyers dealing with 
England rely on their monthly trade paper. The English manufacturer or 
merchant whose desk 1s piled up with miscellaneous journals—all useful in their 
respective spheres—is apt to discount the value of trade publications; but the 
importer in overseas markets knows their value. They give him news he cannot 
read elsewhere, and he sees advertisements not appearing elsewhere. He turns 
to the trade journal, and it gudes his spending. There are export firms to-day 
who will tell you candidly that their businesses have been built up by export 
advertising. Evidence is available in plenty to support this. 
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‘* The banker has instituted a system of buying and selling currency for forward delivery 
which is a certain safeguard against any loss in the exchange.” 





The Financing of Commerce 


By A. G. SUGG, 
Of the London County, Westminster & Parras Bank, Lid. 


3. Foreign Exchange 


ANY articles, essays and books, have been written on this subject, 

- but, with very few exceptions, they deal with it on an entirely 
theoretical basis, and unfortunately there is no subject which, studied 
in theory, provides such frequent opportunity for going astray in practice. 
The statements, examples, and conclusions given in this present article 
are entirely founded on the results of actual experience, and it is written 
with the object of discussing with a merchant, not the academical reasons 
for the existence or movements of an exchange between two countries, 
but of showing him how to obtain the best advantage and suffer the least 
loss in his dealings with customers abroad. By all means study the theory 
of the exchanges ; it is not denied for one minute that a thorough know- 
ledge of the theoretical side of the question will be an immense help 
towards a complete understanding of what actually does take place when 
countries and individuals proceed to settle their debts. 


Fundamental Basis of Foreign Exchange 

It is easy to understand that the price of an article depends upon its 
scarcity or abundance in relation to the world’s demand for it, and when 
the smple fact is grasped that money, like any other object, can be 
bought and sold, we begin to realise that the value of a foreign currency 
in terms of our own must fluctuate in accordance with the same principles 
of supply and demand. 

Before the war slight balances for or against us were regulated by 
shipments of gold, infinitesimal compared with the volume of business 
carried on by means of credit instruments of paper, but sufficient to 
maintain the equilibrium. Fluctuations were microscopic, and the risks 
of a heavy loss on an exchange transaction hardly worth considering. 
London was a free gold market, our operations were based on years of 
sound experience, and our banking machinery far beyond any experi- 
mental stage. Of all the financial transactions between this country and 
abroad those in sterling predominated. Not only was sterling credit 
always in demand for the purchase of British goods, the payment of ~ 
freight and insurance premiums, but in London could be bought the 
funds, stocks, and currency of any other nation. For instance, if there 
were no direct relationship between Helsingfors and Patras, a Finnish 
buyer of currants would have obtained sterling and instructed a London 
banker to use that sterling in the purchase of Greek drachmae, or more 
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probably the Greek bank would prefer to keep the sterling in London 
available for settlement of a shipment of Manchester cotton goods. 


Effect of the War 


This happy state of affairs (for us) changed considerably during the 
war, when a great proportion of our financial operations was devoted to 
the carrying on of the struggle. Gold was conserved by the Bank of 
England, and no longer remained a free commodity wherewith formerly 
we had corrected exchange movements. For-five years we concentrated 
on the production of munitions, intended solely for destruction, and every 
person or factory engaged in the waging of war was one less in the pro- 
duction of the means of paying our debts to other countries. Always 
importing far in excess of what we managed to spare for export, the 
balance of trade went violently against us. New York made a tremendous 
effort to become the financial centre of the world, but has not quite 
succeeded. The Ministries of Food, for example, in nearly all continental 
countries still buy their supplies of grain from America, sugar from 
Java, meat from the Argentine, through London agents and with the 
help of London banks. 

But to come back to our original point, the sovereign is not nearly 
so pre-eminent as it once was, and consequently there is a greater tendency 
to draw bills on London in the currency of the originating country, and 
to insist that bills on that country should be drawn in its own currency 
instead of sterling. Therefore, ıt has become more and more necessary 
for our traders with countries abroad to take greater interest in foreign 
exchange matters, and to be ready to overcome the intricacies and 
problems presented. 

There is a great deal of trade jargon used by dealers in foreign exchange, 
chiefly for shortness and quickness, which helps to mystify the casual 
looker-on, but the interpretat on of pecul ar terms used will appear 
simple as we proceed to examine the various operations daily carried out 
between bankers and their customers. 


Mechanism of Exchange 

The position between bankers is this: the London banker runs a 
current account at, let us say, a Paris bank in francs, and the Paris banker 
keeps an account in London in sterling, and the whole of the transactions 
between them are settled by a mutual debiting and crediting of each 
other’s accounts. It must be obvious that the actual transference of notes _ 
and coin forms not one-thousandth part of the settlement which daily 
takes place by means of innumerable credit instruments of paper. The 
largest volume of business is done by cable, in order to complete a 
transaction with the least possible delay, the minimum loss of interest 
and because of the quick fluctuations in the market no time must be 
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‘wasted in completing a deal with a foreign bank, or the rate will have 
changed. Therefore, if a customer desires to remit money to a chent 
in Paris by telegram he receives the cable or‘T.T. rate. A telegraphic 
transfer is made by the London banker sending a telegram to his corre- 
spondent, instructing him to pay to a certain person the amount specified, 
which amount will be debited to the currency account of the banker who 
makes the order. Cheque rate is the rate at which bankers will sell 
their cheque or draft drawn on their accounts abroad, or if an actual draft 
is not required they will make a transfer or order a payment to be made 
by mail. A telegraphic transfer means that a banker has to supply the 
amount of currency required or “ cover,” as it ıs called, almost at the 
same moment as he receives the equivalent in sterling, whereas a draft is 
not charged to his account until the mail can carry it to the town on which 
it is drawn. The difference between T.T. and cheque rates, therefore, 
is based upon the interest rate ruling in the country drawn upon, allowing 
for the number of days taken by the mail. For instance, a banker sells 
a draft on New York, where dollars are worth, say, 6 per cent. It will be 
about fifteen days before the dollars are paid to the holder of the draft. 
Fifteen days are one twenty-fourth of a year, at 6 per cent. per annum, 
means a gain in interest of 4 per cent., or at an exchange of four dollars 
to the pound sterling, one cent. Therefore, the banker could afford to 
sell cheques on New York at a rate one cent higher than cable, in the 
example we quote. The difference on Buenos Aires, a two or three weeks’ 
journey, must be greater than the difference on Paris, two days’ journey. 


Position of an English Merchant 

Considering the exchange transactions which are likely to be most 
frequently put in operation by a normal business house, we find that an 
exporter who draws a draft on his client in sterling receives the sterling 
equivalent, and practically all risk in the exchange falls on the drawee. 
But supposing the man the other side will not entertain the proposal 
to pay for his goods in English money and insists, not unreasonably, on 
paying in his own currency which he understands and which is not 
altering in value every moment. The English merchant is compelled 
to draw a draft ın foreign currency, and when he comes to his banker to 
realise its value into the only coinage which 1s of use to him he finds that 
the draft has a continually varying equivalent. 

The goods to be exported have been bought or manufactured at a 
cost reckoned in pounds sterling, and before the war, when the variations 
in the exchange were so small, the sterling cost price could be translated 
into the currency selling price with the mmimum of risk. The last year 
or two has given us the most extraordinary leaps in the values of foreign 
currencies, so that the problem becomes—How to be certain that the 
draft sold to the banker will realise the cost of the goods, together with 
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a margin of profit, instead of the great possibility that a depreciating 
currency will bring about a decided less. 


Selling Forward 


The banker has instituted a system of buying and selling currency 
for forward delivery which is a certain safeguard against any loss in the 
exchange, an insurance in fact, equal in security to an assurance company’s 
policy against fire and burglary. A contract is entered into between banker 
and customer, whereby the banker undertakes to buy a stated number of 
francs at a rate of exchange now agreed upon any time before a date 
fixed some time ahead. The customer on his part agrees to deliver those 
francs before the expiry date, and to receive the equivalent in sterling 
at the rate given him. Now note the customer does not receive payment 
for his francs when the contract is made, but when he delivers the 
currency ; nevertheless he hands over only so many francs to the pound, 
as previously agreed upon, no matter what the current rate happens to 
be at the moment. Thus we see that the merchant who has bought goods 
at a cost reckoned in sterling and is compelled to conform with his client’s 
wishes by selling in francs, has only to go to his banker on the day he 
accepts the order and say, “ In a month’s time I shall have ready for 
shipment goods against which I shall draw a draft for so many francs ; 
quote me a rate at which you will buy my franc draft at any time up to 
a month ahead.” A rate is fixed, and the merchant can proceed to supply 
the order secure in the knowledge that no matter how the current rate 
of exchange fluctuates, he will realise a fixed determinable sum for the 
currency he delivers. At first sight it appears that the banker is taking 
an enormous risk; he might in fact contract to buy 55 francs to the 
pound, and then find-the rate rising against him to 60. Does he 
gamble on the chances, that if francs go against him, dollars might come 
his way? As we know, gambling is utterly opposed to the whole idea 
of banking, especially on such an unreliable horse as the rates of exchange. 
The theory of it is a matter of simple arithmetic, and to illustrate the 
principle clearly we must take actual examples in figures, never losing 
sight of the fact that for the moment we are discussing theory only. 

Concede as a starting point that “‘spot Paris ” is 60.00, or in intelligible 
English, the banker is willing to exchange 60 francs for a sovereign, 
for immediate delivery, what would he quote “ one month forward,” 
which means how many francs will he demand for his pound, delivery 
one month ahead? He will not wait until the end of the month before 
he sells the francs he has agreed to purchase, because of the great possi- 
bility of having to sell more francs than he buys per pound. The only 
certain way of quoting a forward rate is by basing it directly on the rate 
ruling now, and not on what it might be in the future. Providing the 
banker is unable to sell forward in the market he would be compelled 
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to sell out at once from his balance the same number of francs as he intends 
to buy from his customer. That is a transaction done at the present 
current rate, and brings in sterlmmg which we will assume is worth 6 per 
cent. whereas the francs handed over to another banker would have 
gained in Paris no more than, say, 3 per cent. It appears, then, that the 
banker is gaining the difference of 3 per cent. per annum, whilst holding 
in hand the sterling wherewith he proposes to buy his customer’s forward 
francs, and for that reason he is prepared to quote a rate lower than spot. 

For the sake of simple illustration, let us assume that spot rate is 
60.00, then 3 per cent. per annum for one month is } per cent., or exactly 
15 centimes in every 60 francs, from which we arrive at the con- 
clusion that the banker’s gain in interest is equal to 15 centimes a month, 
and for that reason he is willing to give a pound for only 59.85 francs in 
one month, 59.70 two months, and so on. He receives less francs for 
the pound but that loss is compensated by the equivalent gain in interest. 


Buying Forward 

Exactly the same principle applies in the case of a customer who is 
compelled to buy his goods from abroad in a foreign currency, and sell 
them on the English market in our own money. He has to avoid the risk 
of the exchange altering to such an extent that the appreciation swallows 
up the profits he had calculated on making. He therefore goes to his 
banker and contracts to buy a number of francs before a given expiry 
date ; he does not pay for them when the contract is made but only when 
he takes delivery. The banker on his part agrees to sell at some future 
time, at a rate now fixed, no matter whether the current rate goes up or 
down. Again, it is obvious that the banker will not chance having to 
buy in at a rate of 55.00 in order to fulfil his contract at 60.00, and the 
only certain way to ensure that at the end of a given period he will have 
in hand francs whose cost has directly influenced his forward selling price, 
is to buy those francs at the moment the forward*sale is negotiated. 
Providing he cannot satisfy his requirements in the forward market, 
he must buy immediately the amount of francs his customer wil need 
at some future date, and pay away the sterling equivalent to the supplying 
banker ; the francs-have to be held in Paris until delivered to the customer, 
and will earn no more than 3 per cent. whilst lying there, whereas the 
sterling which has been disbursed to buy them is worth on an average 
quite 6 per cent. For the sake of illustration, we will assume that the 
banker is losing exactly 3 per cent. per annum, the difference between 
the two interest-earning capacities, then the calculation of any forward 
selling rate is nothing harder than the spot rate less an allowance for the 
deduction of interest at the rate of 3 per cent. per annum for the given 
period of delivery. Taking the spot rate as before at 60.00, the banker’s ~ 
loss is equal to 15 centimes every month, and the conclusion is that 
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he must counteract that loss by selling 15 centimes under spot rate 
for each month the contract has to run; one month forward becoming 
59.85, two months 59.70, and so on. 

Where money is more nearly equal in interest-bearing value, as, say, in 
New York and Scandinavia, the difference between the spot currency 
bought with sterling and held until required would be much smaller, and 
it is quite conceivable that forward dollars can be quoted the same as spot. 


Extending and Cancelling Forward Contracts 

It not infrequently happens in these days that an order cannot be 
executed within the time originally anticipated, and the time allowance 
has to be extended. What happens to a forward contract which has been 
arranged on the assumption that the business would go through quite 
smoothly ? From the above calculations we can see that the forward 
rate varies with the remoteness of the delivery date, and should that date 
have to be altered owing to the trader not being able to carry out his part 
of the contract, the banker would be compelled to alter the rate. Refer- 
ring again to the last example of buying forward francs, the banker’s loss 
of interest was covered up to the agreed expiry date in the rate he gave 
his customer ; after that date he is losing 3 per cent. per annum, and it is 
sometimes possible to continue the contract at the old rate, charging 
3 per cent. from the expiry date until the francs are actually taken up. 
The market practice, however, is to close the existing contract and to 
open up another at the current rate. 

Should it happen that a trader’s business falls through, the contract 
has to be cancelled and the foreign currency therefore will not materialise. 
Nevertheless, a contract has been made with the banker and is still 
binding on both parties. The banker has involved himself in a spot tran- 
saction as soon as the first negotiations were settled in order to cover his 
forward requirements ; his contract is not contingent upon the fulfilment 
of the orders between the two merchants. Now supposing a firm have 
agreed to buy forward francs at 60.00, they are not necessarily compelled 
to take delivery of currency which they no longer require, but can settle 
up with the bank on the basis of the rate then current. If the current 
rate drops to 55.00 they can buy the stipulated number of francs and sell 
them back at 60.00 in fulfilment of their contract, or, what usually happens, 
they pay over the difference of 5 francs. That is their loss, but on 
the other hand, if the rate goes up to 65.00, they are in the happy position ~ 
of being able to buy 65 francs for their sovereign im order to sell 
60, or rather they receive from the banker the margin of 5 francs .- 
in their favour. So that it depends upon the movement of the exchange 
in the meantime whether a cancelled forward contract turns out to be a 
loss or a profit. 

(To be continued.) ` 
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How to construct a good Dividend Table—a compilation of the greatest assistance to 
the company secretary—is described in this able feature. 





The Construction of Dividend Tables 


By E. J. Hamaconn, A.C.1S., 
Author of The “ Abacus” Income Tax Tables 


Co secretaries and others engaged in the preparation of 
Dividend Warrants are well aware of the immense labour involved 
in the compilation and adjustment of the yearly or half-yearly dividends. 
During the war period, the practice was initiated of issuing Net Dividend 
Warrants, t.e., omitting the details of Gross Dividend and Income Tax 
on the upper halves or counterfoils of the Warrants. The essential 
details were shown in the following or similar manner— 


Dividend on oy shares at the rate of 5% aa Income Tax 
at 6s. ın the £) . = {7 7 0 





* Note —The exact amount of Income Tax deducted can be ascertained from the 
following example— 





$. d. 
Dividend per share . 1 - 
Less Income Tax at 6s, in the £ — 36 
Net Amount payable per share . ~ ~ 8a 





This largely reduced the work involved, and as a war emergency 
was a welcome innovation. There is now, however, a large and growing 
opinion that, as companies have regained their normal staff, the practice 
of showing full details on the Dividend Warrants should be resumed. 

A well-compiled, comprehensive Dividend Table is of great assistance 
to company secretaries, and this article shows how they may be most 
advantageously constructed. Their compilation presents no inherent 
difficulties. 

The most comprehensive tables are constructed in the form of a 
“ magic square.” (See example overleaf.) 


An Explanation of the Table 


This skeleton example illustrates the method. The row of figures 
across the top of the square indicates the units, whilst the figures in the 
vertical column at the left-hand side indicate the “ tens,” and the inner 
squares show the Dividends. It will be obvious that the first of the 
inner squares must be left blank and the remaining squares of the first 
horizontal row will show the Dividend particulars on £1 up to £9; the 
second horizontal row from £10 to £19, and so on. When completed, 
the entire square shows the Dividends upon each £ from £1 to £99. 

Similar squares can be constructed for share-holdings of £100 to £990 
rising in steps or “ breaks ” of £10, and for shareholdings of £1,000 up 
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to £9,900 with £100 intervals. For amounts over £100 the “ steps” 
or “intervals ’’ can be arranged to suit each company’s own require- 
ments, but it will be usually found that the three squares suggested 


PEararersrerereeeeee 


s d£ s af s d£ s. a s d 























answer most requirements as the dividends on any amount from £1 
to £9,999 can be found with, at the most, two inspections. For example, 
dividends on £785 and £1,391 are the equivalent of £700 + £85 and 
£1,300 + £91 respectively. 


Method of Construction of Tables : 


It will be recognised that any comprehensive Dividend Table is 
founded on a regular series of arithmetical progressions ; with a common 
difference. For example, 5 per cent. Dividend on £1 is 1s., on £2 it is 
2s., on £3 it is 3s.; the common difference being 1s. in each case. The 
Income Tax on Is. being 3d., the latter figure will form the basis for 
the Income Tax deductions. 

In practice, it will sometimes be found that it is advisable to construct 
the tables in decimals of a £, and then convert the figures into £ s. d. 
This conversion can be accomplished almost at sight by using the 
following method. Carry the calculations to the third place decimal of 
a £, and if the first two places are divided by 5 the answer will indicate 
the exact number of shillings. The remaining decimal figures represent 
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thousanaths of a £, but as there are only 960 farthings to the £ sterling, 
there is a surplus of 40 decimal places if the decimals are used as the 
equivalent of farthings. Therefore, deduct one twenty-fifth part and 
call the remainder farthings. 


Conversion at Sight of Decimals of a & 


For example, £-788 may be expressed in shillings and pence as 
15s. 94d. 





s. d. 

Proof = 750 + 15 0 
038 (read as er farthings) 9} nearly 

15 94 


It must, however, be borne in mind that this is an approximation 
and a result equally correct is obtained if the answer is expressed as 
15s. 9d. The exact sterling equivalent is 15s. 9d. 

As many secretaries will desire to obtain an exact result for purposes 
of adjustment, a table showing the sterling equivalent of the decimals 
001 to -050 of a £ is given. 


DECIMALS OF A £ EXPRESSED IN STERLING 


| 

all m os] mel oe 
D D 

0-98 1-30 


‘010; 2-4 | 2-84 2-89 | 3-12 | 3-36 3-00 


OE 
ooj e re rn oe oe Toa 


"040| 9 60 | Q-a 10-08 10-a0 L1-s8 11l-se 11-76 


These calculations are exact to the second place decimal of a penny. -050 = 1s. 0d 


Shareholdings £1 to £99 


The following examples will illustrate clearly the method of com- 
pilation of the tables. Two examples are given, the first is in decimals 
of a £, whilst the second example gives the sterling equivalents. 

It will be noticed that on share-holdings of £1, £4, £6, £9, and similar 
recurring intervals, the Income Tax and Net Dividends are either just 
over or under the halfpenny. (On other amounts, the Tax and Net 
Dividends can usually be safely taken to the nearest penny.) If this 
is borne in mind when preparing the Dividend Sheets and Warrants, 
the company secretary can adjust the payments by “ giving” and 
“ taking ” on these amounts so that the total Income Tax and Net 
Dividends are calculated to the exact figure. 
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5% DIVIDEND— EXPRESSED IN DECIMALS OF A £ 





G =a Gross Dividend. T = Income Tax. N = Net Dividend. 


5% DIVIDEND-—-DECIMALS TRANSPOSED INTO STERLING EQUIVALENTS 





Shareholdings £100 and upwards l 

f When the construction of the second 
square £100 to £990 is commenced, the 
standard “ base” or common difference is 
altered to correspond with the “ steps ” or 


5% TABLE 








G É ai 5 10 vi “intervals.” In the construction of a 5 per 

T Lar z ee - cent. table, with £10 “intervals” hori- 

——— zontally, the common difference on Gross 

z a mle 2 4 ~ Dividend will be 5 per cent. on £10, viz., 

IN » . _| y 9 — 10s., and proportionately for the Income 
=. eae Tax figures and Net Dividends. 

410 -| 413 — The example given shows a portion of the 

10 10 -|10 17 - first two vertical columns, and if the table 

0 is constructed in this manner the “ common 

6 difference ’’ .downwards will be £5 on the 


Gross Dividend, {1 10s. for Income Tax, 
and £3 10s. for the Net Dividend. 
For the third square £1,000 to £10,900, 
the standard base or common difference will 
G indicates Gross Dividend. be proportionately higher and correspond. 
T wndicates Income Tax. : te ” . 
N indicates Net Dividend. with the steps or intervals employed. 
It will be found that the simplest method 
is, first, to make the whole of the Gross Dividend calculations, then the 
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Income Tax, and, finally, the Net Dividends. The accuracy of the 
Net Dividends is proved by subtraction of the Income Tax from the | 
Gross Dividend, whilst the Income Tax deductions can be tested by 
the “ Abacus ” Income Tax Tables. To ensure clearness, and enable the 
operator to pick up any figure with accuracy and rapidity, the Net 
Dividends should be written in red ink. In the examples they are 
printed in heavier type. 





Dividend Values for Various Percentages 


We now give a table showing the Gross Dividend, Income Tax, and 
Net Dividend on £100, and also on £1, for Dividends 3 per cent. rising 
by 4 per cent. to 4 per cent., to enable the dividend compiler to decide 
upon the method most suited to his needs, whether decimals ofa £ or 
in shillings and pence. The latter method will doubtless appeal to secre- ` 
taries and others dependent upon their own individual efforts. Companies 
using calculating machines will require the former method. It is, 
however, essential that the base or standard multiplier for the £1 share be 
carried to the fifth decimal place, as otherwise a tangible error will result. 

EXAMPLE..—_The Net Dividend on {1 @ 3} per cent.= {-02275. 
The correct dividend on £91 is 91 x -02275 = £2 1s. 4-sed. 

If the multiplier is used to the nearest third decimal place only, the 
following result accrues: £91 x -023 = {2 1s. 10-32d., yielding an error of 
Sed, A slightly greater error occurs if the multiplier is taken as -022. 

For dividends ending in eighths (e.g., 34 per cent.) the multiplier 
should be taken to the sixth decimal place, and for stxteenths (e.g., 375 
per cent.) to the seventh decimal place, so as to ensure that the final 
result should be correct to the third decimal of a £. This large number 
of decimal places may appear formidable, but the reader should remember 
that the calculating machines do the work while the operator looks on 
and converts the final result into £ s. d. 


TABLE OF DIVIDEND VALUES 





















Per £100. PER {1 SHARE. 
RATE Sie ee 
Income | Net Gross Income Net 
.| Tax at 8s. | Dividend. Dividend. Tax at 6s. Dividend. 
£s.da.| £ s. d. |Deamals Decimals | Decamals 
ofa £ D | ofa £ D; ofa£ D 
8 7 | 2 2 ~ | 03000 = 7-20) 00900 = 42-16) -02100 = Swoi 
84% ,ı 2 5 6 | -03250 = 70| -00975 = Z| -02275 = Bus 
34% | 2 9 — | -03500 = Ba -01050 = 2-52, -02450 = 5m 
3% © 212 6 | -03750 = 9-00} 01125 = 2-10) -02625 = 6:20 
4 A | 216 —| -04000 = 9-40] -01200 = 2-8] -02800 = 6-72 
s.d s.d. | sd. 
174% 1217 10 - £12 5 ~ |£:17500 =3 6 |£:05250 =1 a aie =2 wo 
| 
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We regret that considerations of space prevent us giving a longer 
and more complete table, but the above will suffice to show the dividend 
compiler how the standard or base multiplier is obtained. 


Proving the Accuracy of the Tables 

Careful mathematicians always require 'a proof of the accuracy of 
their work and the dividend compiler will require a similar satisfaction. 
This is supplied by the Algebraic formulae for the summation of series 
of arithmetical progression, viz. — 


s= 5 (a -+ 2) or, alternatively, s = a (2a-+-(n — nat l 


Let s = sum or total, n the number of terms, a the first term, and 
- | the last term, whilst d is the common difference. 

It will be noted that the table of dividend values given above has 
been totalled. We will now prove their accuracy. Take the second 
column: the first term is £3, the last term £4, the number of terms = 5, 
and the common difference is 5s. ($ of a £). 


The equation reads s = à {3 + 4) = 2 = £17 10s. 





By the second method s =318 x 2+(5-1) x +} 


5 
ma GHAD 


fo E., Sku D L {17 10s. 


Q.E.D. 


If the verification of any particular calculation is needed, it can be 
obtained by the use of the formula / = a -+ (n-— 1) d. 
EXxAMPLE.—To find the third term of the second column the equation 
reads-— 
2x i 
Ree Oa at hoa Pg ee ee 10s. | 
Q.E.D. 


The use of these formulae is, unfortunately, not too well known in 
commercial offices, so the full workings are shown in the above examples. 
A little practice, however, will enable the user to omit many of the 
steps shown above. 

The formulae are reliable and efficient, and the slightest error, even a 
single figure, is revealed in the final result. The writer used these 
methods in the compilation of the “ Abacus ” Income Tax Tables (now 
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in course of publication by Sir Isaac Pitman & Sons, Ltd. ), So as to ensure 
‘the absolute accuracy of every figure. 


Other Uses of the Tables 

Similar tables can be advantageously constructed for Calls on Shares, 
Premiums on Redemption of Debentures, Conversion or Consolidation 
of Shares or Stocks, and the Capitalisation of Reserves by the issue of 
Bonus Shares. An example of the last-named will form a fitting 
conclusion to this article. 

A company decides to issue one new share for every five shares held. 
If the share-holdings on the register are in “ fives,” or multiples of “fives,” 
the table can be constructed in the following manner. 
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In practice, the above squares should be on a double sheet of quarto 
or foolscap, side by side, so that the finger or eye can easily “ travel ” 
across the two squares. 

It may, at first sight, seem an excess of labour to construct a complete 
table—but company secretaries will be well advised to adopt these or 
similar methods. The requirements of companies in the way of Dividend 
Tables will necessarily vary considerably, but the care and attention given. 
to the construction of a table to suit their needs will be repaid tenfold 
in the saving of time and labour, and the facility with which Dividend 
Warrants are issued. 
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Interest on Capital as a Cost Expense 
By W. Atnsworta, A.O.1.8., A.0.W.A. 


HE practice of including interest on certain classes of sunk capital 
as an item of production cost is one that is steadily growing. 
Undoubtedly the extent to which a company’s capital enters into its 
productions will become more and more a determining factor in the future 
when fixing prices, but present practice is as yet incomplete and incon- 
sistent, and a detailed examination of the principles involved opens up 
new and progressive features which may mark a ‘considerable advance in 
costing at a not very distant date. 

Interest that is most frequently provided for in working costs is in 
relation to capital expenditure on land and buildings, plant and machinery. 
It is easy to understand why these assets have been singled out for special 
attention. Both involve capital expenditure which, at some time, at 
any rate, might have been regarded as superfluous. Land and buildings 
could have been rented or leased, plant and machinery could have been 
curtailed to a minimum and manual labour employed in its place. In the 
first case, rents would be an undoubted expense against profits; in the 
second, in determining the relative saving by the substitution of mechani- 
cal means for hand labour regard would have to be paid to the charges 
which the employment of such additional capital would create. In 
acquiring assets, therefore, which meant an increase of employed capital, 
it was natural that provision for consequent created charges for 
dividends should have been treated as an actual working cost before 
prices were fixed. 


Reasonable Interest Return a Working Expense 

The whole question is now emerging into a wider sphere of reasoning. 
The manufacturer maintains that before he can be regarded as making 
a reasonable trading profit he must have regard to the current rate of 
interest which he could otherwise have obtained by investment in 
recognised securities. It is without doubt the reasonable prospect of a 
greater return that diverts new capital from comparatively secure invest- 
ments to those of a much more speculative character. The investor is 
entitled to expect at least a reasonable return on his capital with prospects 
of a greater, and it is this reasonable return which the manufacturer 
desires to incorporate in his costs as a working expense under the term of 
interest before he can regard himself as making any profits at all. 


Fixed Assets and Floating Capital 
The extent to which capital enters into productions is not confined to 
certain classes of fixed assets. The general practice of providing for interest 
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on certain capital only is therefore incomplete and inconsistent, and it is 
being rapidly recognised that if the principle of applying interest is sound 
it must be applied not only to fixed capital but to floating capital also, 
that is, the extent to which working capital is turned into wages, materials, 
and expenses, must also be taken into proper consideration. 


The Pros and Cons 

The theory has been widely debated on both sides of the Atlantic. On 
the one hand it is contended that interest on capital which could have been 
obtained otherwise without effort is a reasonable working charge against 
production, on the other hand it is maintained that the provision for a 
minimum return cannot under any circumstance be termed an actual 
liability, trade conditions may necessitate the elimination of profits from 
prices, and that the inclusion of interest gives a misleading impression of 
actual loss to the sales organisation. 


Why Interest Charges should be shown Separately 
Objections can be overcome by the separation of interest charges 
from working charges, and its embodiment in costing totals as a separate 
and complete item. It is essential that a manufacturer should know his 
rock bottom cost. Trading conditions may go badly against him. He 
may be faced with the acceptance of prices which mean the elimination 
of his profits, and may even mean the acceptance of work at a figure 
which serves merely to reduce an inevitable loss on his permanent charges. 
Sooner or later trading conditions are bound to rise and prices will adjust 
themselves to more economic levels, but during depression he cannot 
regard the absence of capital profits as a real loss. It is a comparative 
loss only; real loss is only incurred when manufacturing expenditure 
exceeds manufacturing income, and it is essential that figures which are 
not real expenditure charges should be grouped in the costs to show 
conditions as they are. For this reason all interest charges should be 
shown separately, and in the extended application of interest charged on 
all capital involved this principle will attain considerably more importance. 


Some Remarkable Conclusions 
Further examination of the effect of mterest charges on varying 
productions gives remarkable conclusions. Charges on contracts of a 
similar total expenditure vary according to the following conditions— 
1. Rate of progress through the Shops. 
2. Respective expenditure at varying times during such progress. 
3. Utilisation of fixed capital. 
4, Date of payment for contract. 
In the writer’s opinion a proper appreciation of the effect of these 
conditions on profits in relation to the locking up and utilisation of capital 
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employed will eventually mean the substitution of percentage rates on 
an interest basis to obtain a desired standard of profit, in place of the 
flat percentage method on total cost now generally in use. The flat 
percentage method bears no real relationship to the capital sunk on any 
manufacture. It is as unscientific as the old method of a fixed trade 
percentage for the covering of overhead charges. It has been found a 
practical possibility to obtain a percentage on capital as an interest 
charge. To attain any desired percentage is merely the substitution 
of higher figures. The change involves a practical knowledge of final 
accounting and an appreciation of the issues involved, but its approximate 
application offers relatively few difficulties and its final results are infin- 
itely superior and informative to the present comparatively rough method 
of flat percentage on total cost. 


The Qualities of Business Control 


ROFESSOR MARSHALL, the eminent economist, in his recent work on 

' “ Industry and Trade,” attempts a definition of the qualities necessary to 
control a large business house. 

It must have a head possessing— 

(1) Judgment, prudence, enterprise, and fortitude in undertaking and carrying 
risks, 
(2) An alert acquaintance with appropriate technique, and some power of 
initiating advance. 

(3) A high power of organisation in which system plays a part, but always 
as a servant—never as a master. 

(4) A power of reading character in subordinates, together with resolution, 
tact, trust and sympathy in handling them. 

(5) Prompt diligence in assigning to each the highest work of which he is 
capable, or can be made capable, within a moderate time, 

We are inclined to add to this list the power of prolonged personal effort, 
implied in George Eliot’s definition of genius, “an infinite capacity for taking 
pains,” the power of judicious delegation of responsibility, and above all, 
receptivity, and the power to evaluate new ideas. 
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This graphic account of the opening-up of a modern tea garden ia writien by an 
experienced planter who has recently returned from Assam. 


Modem Methods and Management of 
the Tea Trade 


By J. CRBIGHTON 


The Tea Garden 


S° many people interested in tea have asked the writer of this article 
such questions as “ Has the tea plant to be planted every year ” ? 
“ How is it cultivated ”?” ? etc., that some light thrown upon the subject 
might be of interest. 

The rather important matter of finding the money wherewith to 
open out a new garden having been overcome, the first step to be taken 
is to choose the locality in which the garden is to be situated. Tea land 
has been and is being greatly bought up, and one has to take the best 
of what is going. An application has to be made to the local representa- 
tives of the Government of the country for the grant selected, and land 
which requires least clearing of heavy jungle or forest is to be looked for 
from the first point of economy. Thatch land (or land covered with grass 
which is largely used for thatching purposes) is easy of clearance by 
firing it. Heavy timbered land on the other extreme is difficult, laborious 
and costly of clearance. The ideal tea estate is composed of land which 
is easy of clearance, land containing a good wood supply, suitable for 
fuel, for the labour force and other purposes, and land suitable for 
“settling ” the labour force on. It should be undulating in preference 
to being hilly or flat, thus allowing for good drainage, which is the 
all important factor in good tea-growing. In choosing the land, great 
importance should be attached to having an analysis made of the 
soil in several parts of the grant taken up. This is done by selecting a 
certain square foot and digging away from this to a depth of, say, two 
feet, so as to leave a pillar of earth intact. This pillar of earth is then 
boxed in and afterwards nipped off and removed as intact as possible. 
It is then sent in this form to an analyst for a detailed report from a 
tea-growing point of view. The Indian Tea Association Scientific 
Officers, Tacklai, Assam, are experts in this form of analysis. 

A manager must then be selected who has the qualifications of good 
training on modern methods. He must, in the first place, be good with 
labour, and have the capability of carrying out instructions, not neces- 
sarily “to the letter of the law ” or order received from his Board, but 
to a successful conclusion to satisfy his Board, having allowed for all the 
unforeseen difficulties that may arise. He will have to be housed and 
provided with servants and made as comfortable as the produce of the 
jungle will allow. 
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The Labour Force 


The question now arises of how to get together a good labour force. 
For the preliminary work of clearing the land it is often possible to 
procure local labour in the form of retired cultivators, who live by culti- 
vating the land adjoining the proposed garden. Care should be taken 
not to employ labour upon which any adjacent garden has any claim. 
To employ such may cause endless friction, and the Tea Associations 
have strict rules regarding this matter which it would be well to observe 
from the outset. The amount of local labour to be found will probably 
be small, but out of this small amount it is possible to find volunteers who 
will go to the recruiting districts to secure coolies to work on the new 
garden. These volunteers or sirdars will be paid on commission. A 
sirdar may be very successful and, on the other hand, he may not be able 
to procure many coolies; it depends to a great extent upon the state of 
prosperity or otherwise of the district to which he is sent. If employment 
is scarce in the district good results are likely from a recruiting point of 
view. Again, if the district is prosperous to which the sirdar is sent, 
good results are not so likely. Last year, for instance, was a good 
recruiting year in India, owing to the fact that drought had wrought 
great havoc and had left many districts so stricken that their people 
willingly travelled hundreds of miles to work on the tea gardens. It is 
necessary for the sirdar to procure a Government permit or certificate, 
allowing him to recruit in districts only where recruiting is permitted. 
Many of the native states will not admit sirdars for recruiting purposes, 
and it is better to avoid them and recruit elsewhere. For the average 
year, the average cost of recruiting may be taken at, say, Rs. 100 per 
head, according to the year, the locality of the garden, and the class of 
coolie recruited. 


Housing 

Now that the labour has been secured, the question of housing has 
to be considered. Before the arrival of the labour it is well to have a 
few houses built, say, on contract by a contractor who will provide his 
own labour. In some cases, however, a contractor may not be available 
and in these cases the newly arrived labour will be immediately employed 
in house building. 

The houses they will build should be made of the jungle produce 
available on the land for several reasons, among which may be advanced 
the capability of most coolies to erect their own houses from this material, 
and the convenience of having the material handy on the spot. Per- 
manent coolie dwellings at this early stage are not required, for the 
reason that the future plan of the garden may demand their removal 
to more convenient sites. 
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If the grant taken up for tea cultivating does not lie in the hills, it 
is often found that there is land in the grant suitable for the cultivation 
of rice. It is well to see, at the outset, that land of this nature is in the 
grant. There is nothing more useful than it for “ settling ” the cooles 
imported. To give a small portion to a coolie for the object of growing 
his own rice conduces to his being happy in his new surroundings, 
and awakens in him a desire to stay on the garden which imported 
him. So important is this point, that it is advisable to take up waste 
land useless for tea growing adjoining the estate for this purpose alone. 
The coolie will build his own house on this land, in many cases, and thus 
save the garden expenditure on building account. Those who have done 
well in recruiting and who are likely to do well, might receive extra 
waste land at the disposal of the garden. In forming an estimate for 
the amount of labour necessary for the working of the garden, an average 
of one coolie per acre produces good results, but many of the first class 
gardens require more than this. It is always well to have a little too 
much labour, which is useful in taking the places of those on the sick list 
and those on leave. The recruiting season begins on the cessation of 
the rains, say, in October of each year, and ends in January or February. 
From the labour force and from the start, a goodly number of likely 
good recruiters must be arranged for, so that a constant supply of new 
labour may be the result. 


Three Important Details 


The three important points that now arise are those of food, tools, 
and an office or storehouse in which to put them. It is necessary to 
have a supply of rice always on hand in the initial stage, as food may be 
dificult to obtain locally. A maund or 801lbs. per month per man, 
might be taken as a first estimate. This rice would be sold to the coolie 
or given to him in the form of advance against work to be done, apart 
from any money advance already given. The fact that the garden has 
recruited the coolie, gives the garden a claim on the coolie under the 
Tea Association rules, and the fact that the garden has given him an 
advance, gives the garden a legal claim on the coolie till the advance is 
refunded. It is a common practice to put the labour force under agree- 
ment by paying each at the start a sum agreed upon in the form ofa 
bonus, to spread over a year or term of years, according to the sum 
agreed upon. Sums ranging from Rs. 5 to Rs. 15 for adults, according to 
the class of work to be done, are usual. These are useful in helping the 
coolie to settle down to buy himself food, clothes, etc. 

The tools required at the outset are hatchets, a style of knives suitable 
for cutting undergrowth and branches of trees, and hoes. Grubbing 
maddocks are handy tools also for opening-out work. As these are 
required to be on the grant before the arrival of the labour force, a shed 
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or office should be built to house them. They are issued to the coolie 
and may remain in his custody against his name on the books. 


The Staff 


The staff now consists of the manager, his clerk or clerks, and his 
labour force. From the last mentioned, certain foremen or sirdars will 
have to be appointed and chosen with great care. To each of these a 
certain portion of the labour force will be attached, and over these 
foremen or sirdars a native of good standing will be appointed as super- 
visor. This supervisor will receive his orders from the manager, he will 
pass them on to the sirdars who will in turn detail them to his workers. 
The supervisor or hla babu will render an account of each day’s work 
in rough form to the manager, who will check it and pass it on to the chief 
clerk for entry in the official book kept for the purpose. 

The manager will make local arrangements for cashing drafts. This 
may be done through the medium of a local merchant of good standing. 
This local merchant may make an application to establish a branch 
shop of his business on the grant of land taken up, and it is a good policy 
to accept the application of a suitable man, thus obviating any delay in 
the cashing of drafts and at the same time establishing a useful supply 
of necessary articles in the form of food, clothes, etc. 


Health of the Staff 


The living arrangements having now been dealt with, the upkeep of 
the health of the people becomes all important, and for this purpose the 
services of a good native doctor are essential. He must be provided with 
suitable drugs and medicines and such surgical instruments as he may 
require. In clearing jungle, coolies are liable to receive wounds which 
require immediate treatment, fever cases will occur, and delivery cases 
are not best handled by amateurs. The native doctor may be, therefore, 
safely added to the staff, for through his careful attention and good work 
many valuable coolies’ lives may be saved, with untold benefit to the 
garden. It may strike the home employer as strange that the coolie 
should be thus cared for, but native labour differs from home labour 
in this respect, that where the one is entirely dependent on his master 
' for his livelihood and openly admits the fact, the other is not. 
Thus it is that in the case of the coolie it pays in every way to look after 
him well, to see that he is kept in good health, and to see that he is as 
happy and contented in this good health as circumstances can reasonably 
make him. From a business point of view, it pays to do so. Should 
epidemics threaten to take a toll of some of the best coolies, the cost of 
replacing them would be very great. It is necessary, therefore, to take 
every precaution against this and to make every effort to arrest such 
epidemics by drastic means, if necessary, at their first appearance. 
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One of the principal duties of the native doctor is to see that the water 
supply is good. Wells should be dug in carefully selected places and 
carefully protected. All posibility of any surface water finding its way 
thereto should be eliminated, and every precaution taken to prevent 
unclean vessels touching the water which is the common supply. For 
the time being, wells must be the source of water supply, later on, as the 
garden develops, it may be considered advisable to tap the source of a 
good stream and convey the water in pipes to tanks situated in the 
centre of the established coolie lines. 

The matter of good treatment of the coolie can, however, be over- 
done. Like most other people he is happiest when he has lots of suitable 
work, when he is well but not luxuriously fed, cared for and kept under 
good and reasonable discipline. He likes to be treated with justice and 
firmness, and it is these two qualities in the white man that he looks for 
most. He always expects justice in the judgment of the manager, and 
is quite willing to abide by the manager’s decision, knowing it to be 
just and unbiased. 


Opening Out the Grant 

We have now arrived at a point where work on the actual opening 
out may be begun. This is the most critical point. Errors made here 
will haunt the future of the garden during its existence. The writer 
remembers travelling on a certain well-known railway in India when the 
question cropped up of ‘‘ What is the first thing you would do in opening 
out a grant for tea planting’’? The reply came from one largely inter- 
ested in tea, “ The first thing I should do would be to cut a long straight 
road from one end of the grant to the other.” Now, to a limited extent, 
he was right in his resolution. But in reality he would have first cut 
a rough way round his grant, marking it out according to Government 
requirements. To proceed then on up-to-date methods he would have 
engaged the services of a practical surveyor and have the land surveyed. 
A rough survey is absolutely necessary before contemplating anything 
in the nature of cutting his ideal “straight road from one end of the 
grant to the other.” 

The surveyor having completed his rough plan in which a general 
idea is given of heights, hollows, streams, etc., the scheme now becomes 
transierred to paper and worked out thereon. 





Roads and the Transport Question 
Before the manager there now lies a crude map of the grant, and after 
he has made himself personally acquainted with the actual physical nature 
of the ground to be opened out, he will select thereon his correct future tea 
factory site. He must carefully consider his requirements of three or 
four years hence, on what site he is going to produce his finished article, 
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and the site’s relation to the nearest available means of transport. His 
nearest means of transport may be rail, Government road or river. 

It is generally recognised that rail is the dearest though most expedi- 
tious, bullock cartage less expensive, and water transport the cheapest 
mode of transport. 

If the mode of transport be rail or road, the factory site may be near 
these, but in the case of river transport care must be taken to keep at 
a great distance from the river side, on account of the river’s liability 
to eat into the bank and destroy the foundations of the building. Even 
small and apparently inoffensive streams have to be guarded against 
in choosing the site, they may become raging torrents when charged with 
a rain downfall of four or five inches, and do untold damage. Never- 
theless, the water supply for the factory should be taken into consideration 
so that an unnecessarily deep well will be avoided. Consequently the 
site will be on a conveniently but not too low and flat level. A point 
will now be chosen on this site and adjacent to it will be built the tea 
factory some time in the future. Now it is through this point that the 
“ straight road from one end of the grant to the other ” will run, and so 
important is this particular spot or point, that it will require to be marked 
with brick and cement or some material which will always mark it till 
the garden is completed. It will be guarded by a fence for the time being. 
Now in what direction will this road run ? It will run in a mean parallel 
with the means-of-transport line, be it rail, road or river. Say that the 
railway is the means of transport, the two ends of the road on their 
respective boundaries will be equidistant from their respective two 
nearest points of the railway. 

The surveyor having already delineated this line through the central 
point, he willnow mark the road on his rough map and from the central 
point draw lines at angles of 60° to the road. These lines will represent 
the new roads to be made in the garden. But two of these lines erected 
on the central point, and at 60° to the main road base line, will divide 
the estate into three divisions and this will be found a great convenience. 


Plan of the Garden 


So that now we have (1) a main or base line road, and (2) leading from 
the central point of that road two artery roads, and (3) the angles formed 
by these roads are all 60° at the central point. 





Central Point 


t 
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Thus, the grant is divided into three divisions.. But each of these 
divisions may contain hundreds of acres. It will be necessary to divide 
these into practical working blocks of land, The next point which arises 
is to choose the amount of acres to be contained in one block, and the 
figure of twenty is advised for many reasons. 

It is then necessary to measure from the central point a distance of 
1,009 feet along the artery road No. (1), and mark this point with a stake. 
For the convenience of this article, let it be granted that the main or 
base road runs due east and west. From this stake, and at angles of 
60° and 120° to the artery road, will be drawn a line to the west. This 
line will be found to be parallel to the base road line, and will be drawn to 
the boundary of the grant. At distances of 1,009 feet along the artery 
road line No. (1), similar lines will be drawn parallel to the new line and 
base road line, so that we have a figure of this shape— 


(1) (2) 








Main or Base Road 
Central Point 





Rail-line~ 


From artery road No. (2) to the eastern boundary, lines in the same 
straight lines as those emanating from artery road No. (1), will be drawn 
so that the figure now becomes— 


(1) (2) 


Central Point 


Now from the central point, at a distance of 1,009 feet west, lines 
will be drawn parallel to road No (1), and at similar distances from the 
céntral point east, lines will be drawn parallel to road No. (2). The 
figure now becomes— 
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Each of these rhombs will contain twenty acres, and they will 
each have two interior and opposite angles of 60° and 120° respectively. 
it is necessary now to draw in the lines to divide into similar blocks the 
space between Nos. (1) and (2), and this is done by drawing lines parallel 
to Nos. (1) and (2) from the points already fixed. The figure now becomes— 


(1) (2) 
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Advantages of Rhombic Planting 

The great advantages of planting out on this system are manifold, 
and these advantages show up at all points during the future management 
of the garden. At the very outset, the roads cut through the jungle 
along the lines indicated on the map are first of all used as nurseries 
(or beds used to raise the plant from seed), and on the plants being 
planted out through the blocks they become divisional roads, suitable 
for all sorts of uses such as quick despatch of material to any certain 
position, quick despatch of the labour to any given block, and quick 
method of getting the fresh plucked leaf to the factory, for, be it noted, 
all roads lead to the factory site. The yield of any one block may be 
readily compared with any other, thereby quickly guiding the manager 
in his decision of how to treat the ailing block. The amount of labour, 
too, required for cultivating and attending to one block will be the 
same as another, more or less, thus helping him in the arranging and 
management of his labour. 

These remarks, of course, apply to the land which is level or gently 
undulating. In the course of driving the roads through the jungle 
he may chance upon land which is unplantable or useless for tea, or a 
high and abrupt hill. He will take no account of these in the cutting 
out of his straight path, except to throw up a light road in the marshy 
parts, and climb up the hill cutting his way as he goes., > 

Now it may be that the grant contains many hundreds of acres, 
and therefore he will only cut out and clear as much as he is prepared 
to plant in the first year, and as further extensions are ordered by his 
Board in succeeding years, he will cut and clear according to the lines 
upon his map, not as in the old days according to what he was able to 
do with the labour he could spare. A pre-conceived and worked 
out plan for the following year is put in order at a definite time, all 
arrangements for its successful carrying out havmg been made. 
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It is surprising how much time can be saved and how smoothly everything will run 
in the counting-house by the adoption of the excellent system described below. 





Thus, it will be seen that to secure good management the paper plan 
must be made first, and put into practical being afterwards. Modern 
methods in this respect are exactly the opposite to the old method of 
making a garden first and a map of it afterwards. 

Actual work of planting may now be started, which will be dealt 
with in the next article. Meanwhile, it would be unfair not to give the 
information which was required in the opening sentence of this one. 
At this stage, therefore, it may be stated that the tea plant does not 
require to be planted every year as one would plant potatoes or sow 
wheat. The tea plant is grown from seed and would attain a height of 
14 feet or so, but in order that its young leaves may be easily plucked 
by hand, it is pruned to keep it in the form of a bush. With good care 
it will go on yielding its leaves and will ve you with your delicious 
cup till it is fifty years of age. 


(To be continued.) 





Time-Savers for the Counting-House 


By Ernest RIGBY 


A CONSIDERABLE saving of time may be effected in any business 
where a large number of transactions are going through daily if 
the following system is carried out. 


Remittances 

When the morning post is completed take the basket or section con- 
taining the remittances and sort in order of ledger or card ledger cabinet. 
For instance, a firm uses, say, ten cabinets A to B, C to G, H to L, M to O, 
P to 5, T to Z, London, Manchester, and Liverpool. Welsh, Scotch, and 
Trish run under towns. 

Now when sorted the remittances are entered up in the Cash Book 
exactly in this order. This enables the posting clerk to “ clear ” a ledger 
without looking through the whole of the remittances entered, which 
would be the case if they were entered up just as received. Instead of 
wading through perhaps eight or more pages of entries to be quite sure 
that everything in A to B was posted, the clerk knows immediately he 
reaches a C, D, E, F, or G remittance that A to B ledger is “ clear.” 
A ledger clerk will at once realise the immense saving of time by having 
remittances entered up in ledger order. 

In addition the receipts are made out and kept strictly in the same 
order as entered and are then passed to the posting clerk. Being in the 
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same order as the Cash Book entries the clerk can make easy reference 
to each statement ; can see at once any difference between the customers’ 
figures and those in the ledger. Possibly a deduction has been made 
by the customer for “returns” which are not credited in the ledger. 
Whatever the reason may be, however, the system enables the posting 
clerk to deal with the matter immediately, instead of having to search 
through perhaps two or three hundred statements each time he is unable 
to rule off an account. 

A ledger clerk will by working on the lines indicated be able to post 
at least one-third more items than he would if payments were entered 
without being first sorted in order of ledger. 


Day Book 


Here again the same system is adopted. Before any entries are made 
the departmental slips after being cleared in the invoice office—invoices 
made out and slips checked—are sorted in alphabetical order (towns) 
according to the ledgers in use. 

This can be speedily done by having a number of trays or baskets 
to correspond with the ledgers. After being sorted the entries are made 
in the Day Book commencing with those customers in A to B ledger, 
C to G, and so on. The postings are made much easier for the ledger 
clerk who, in my opinion, will get through at least one-third more postings 
when entered as described instead of having to post a “‘ day ” where the 
entries have been made indiscriminately. The actual time taken in the 
sorting is very infinitesimal compared with the time saved. 

The same method would apply to all sections where there is a con- 
siderable amount of posting to be done, and where the daily entries run 
over a number of pages. 


Invoice Office 


In those wholesale houses having a considerable number of depart- 
ments, it will often happen that in connection with orders received it is 
impossible to execute “complete”? perhaps for a few days. When the 
slips are passed to the invoice office “ complete ” it means that very often 
it is impossible for the invoice to be sent away the same day as goods are 
despatched. This will often occur during a busy season when purchases 
are made by the retailer weeks or even months ahead with a view of having 
delivery at some specific date. Possibly the wholesale gives a special 
“date”? for delivery during the first week in March, consequently very 
large “ parcels ” are sent out during these “sale ” weeks and the work 
in the invoice office is considerably increased, making it practically 
impossible to despatch invoices promptly. A system I have found 
exceedingly satisfactory in order to get invoices away the same day as the 
goods is to make “ incompletes,” so that when the final departmental 
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slips are sent down making the order complete, the work to be done in the 
invoice office is considerably reduced. 

This system can be most satisfactorily worked with orders which 
cover a number of departments and is especially applicable to orders 
for which delivery is required at a specified date which may be a week or 
a month ahead. Let us assume an order is received from Blank & Co., 
Birmingham, on 11th October, for delivery Ist November; goods are 
required from ten departments. Blank’s despatch card is made out as 
follows—~ 

Oct, 11th, 1920. 
Messrs. J. Blank & Co, Traveller: J. Smith. 





Main Street, Special: Delver 1st Nov, 


Birmingham. {Give sale date.]} 


Butts. Cords. | Dyes. | Dyes. | Emb, | Furs. |Gloves. Emb, | Fars. [Gloves,| Hosy. | Laces | Ribbe, fms. Rıbbe, [Trimgs.| Umbs.| ete. 


$< KN NN EEN NS a TiS At a 






Instructions— 
Send lst Nov., Lugg Road. 
: [Give special sale date.] 
Date Completed Case Pel. Bale 
Packed by Dispatched 


The week previous to Ist November or even earlier if the lst November 
deliveries are considerable, instructions are given to the despatch depart- 
ment to apply to all departments for Ist November orders. As goods 
are sent down the despatch card is marked against each department. 
Instead of waiting until all departments are “down” in order to make 
complete invoices, the slips are collected and passed into the invoice 
office as “incompletes.” Of Blank’s ten departments goods only have 
been sent down from seven. An invoice is made out giving particulars, 
quantities, prices, etc., and extended, after which slips and incompleted 
invoice are put on the incomplete file, to await the remaining slips which 
may not be ready for two or three days. The great value of this system, 
however, is that when an order is completed, possibly three-quarters of 
the invoice is made out and checked, and only the additional slips have 
to be added. The consequence is that invoices are despatched to 
customers much earlier than would be the case if slips were completed 
before being passed to the invoice office to be made out. 

In fact during busy times (season’s deliveries), when a very large 
number of “ parcels” are sent out during a certain period, it would be 

541 





Business * Organisation «and - Management 





practically impossible to cope successfully with the work in the invoice 
office without engaging an additional staff of clerks. The incomplete 
system overcomes this diffculty making the work in the invoice office more 
uniform. Often enough before a “special” week (of forward orders) 
there is a fairly quiet spell in the invoice office, but the incomplete system 
will keep the whole of the staff busily engaged for the week or fortnight 
before. Not only does it reduce the work during the busy period but it 
prevents complaints by those customers who are unable to obtain invoices 
at the same time as the goods are received. 

There is not the slightest difficulty or danger of mixing up slips in 
working this system. As already stated, if seven slips out of ten required 
to complete are passed to the invoice office, the despatch clerk marks 
off seven departments and stamps the despatch card “ inc.” (incomplete). 
The seven slips are fastened together, the top slip bearing a red gummed 
label marked “inc.” These slips as made out are kept in the incomplete 
file. When the remaining three slips are sent to the invoice office the 
top slip is marked “ complete,” a red gummed label with the figures (10) 
in a space being left for this purpose. The invoice clerk adds the items 
to the invoice (of which seven slips have already been written up and 
extended), completes it and notes that the total number of slips conform 
to the number shown on the top slip. 

This system might be satisfactorily used by any business house, having 
at certain times during the year special sale days or where season’s orders 
have to be delivered at specified times. 
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A regular feature which enables the business man to keep abreast of important 
developments in the Law Courts. 


Commercial Cases in the Courts 
A Monthly Review of Recent Decisions 


By Donatp Mackay, B.L., Solicitor, Glasgow 


Ranking of Preference Shares 


HE recent decision of Mr. Justice Eve in Anglo-French Music Co., 

Lid. v. Nicoll and another, follows the well-known case of Fraser 
and Chalmers, Lid. (1919). The point in question was the position of 
preference shares in the allocation of a surplus. As is well known, 
preference shares, in the event of a deficiency, come before the ordinary 
shares, but what is their position in the event of a surplus? Are they 
entitled to get anything additional to a complete repayment of their 
capital? The cases mentioned decide that where there is nothing in 
the company’s articles or other contract arrangements expressly or 
impliedly controlling the right of the preference shareholders, then, in the 
event of there being an excess of assets, the preference shareholders have the 
right to share pars passu in surplus assets with the ordinary shareholders. 


Excess Profits Duty—When is Profit Made ? 


Two recent cases contain points of considerable practical interest. 
In Hal & Co., Lid. v. Commisstoners of Inland Revenue, 150 L.T. 265, 
the pomt was: when was a profit made, whether before the duty was 
imposed or after? The question is of importance also in relation to 
variations in rate of duty. The facts were that the appellants, on 29th 
March, 1914, contracted to supply to D. fifty-five electric motors, com- 
plete with control gear, delivery to commence on the Ist July, 1914, and 
to end the 30th September, 1915. They sub-contracted the control gear 
to A. on the 3rd April, 1914, making a profit of £1,064 thereon. The 
deliveries of the gear were made on several dates after August, 1914, the 
final delivery beng in July, 1916. The appellants in their accounts 
credited the profit to the several accounting periods in which deliveries 
were made. The appeal was against an assessment of Excess Profits 
Duty for the accounting period ending June, 1916, which included £570, 
the amount of profit attributable to the control gear delivered during 
that period. The appellants contended that the profit was made when 
the sub-contract was made in April, 1914, and that they were not bound 
by the way in which they had made up their accounts. The respondents 
contended that the profit was attributable to the several accounting 
periods in which the deliveries were made. The Commissioners decided 
against the appellants. Under Section 38 of the statute the Excess 
Profits Duty is charged in respect of the profits arising in any accounting 
period ending after the 4th August, 1914. The Court held that the 
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profit under the sub-contract was made before the 4th August, 1914, and 
that the appellants were not liable to the duty. 


Position of a Single Speculation 

The other case, Cape Brandy Syndicate v. Inland Revenue Commissioners, 
150 L.T. 266, was concerned with the question whether a single specula- 
tion amounted to engaging in business. The appellants contended that 
the profits in question were capital profits on the realisation of a specu- 
lative investment, and were not profits arising from any trade or business 
carried on by the appellants ; that’an isolated and exceptional transaction 
did not amount to carrying on a trade or business. But the Court ruled 
that it was a question of fact whether a trade or business was carried on 
by the appellants, and the Court would not interfere with the decision of 


the Commissioners 


Glean and Qualified Bills of Lading 

A clean bill of lading is a document by which the master of the vessel 
acknowledges without qualification that he has received a certain weight 
or number of goods and undertakes to deliver the same weight or number 
of goods. If, at the discharge of the vessel, it turns out that the weight 
or number specified in the bill of lading is not forthcoming, the ship is 
not answerable because of the discrepancy merely, but the onus is upon 
the shipowner to prove that the fact that he has delivered less than is 
stated in the bill of lading is not due to any failure upon his part to fulfil 
his duty. Accordingly, if he is able to prove that the whole of the goods 
which he in fact received had been delivered, he is exonerated from all 
responsibility, because the master of a ship has no authority to bind 
the shipowner for a larger quantity than he has received. Where, however, 
the bill of lading is qualified by the words “ weight, quality, quantity, and 
contents unknown ” or similar statement, it is not prima facte evidence 
against the ship of the amount or quantity shipped, and the onus is shifted 
on to the cargo-owner of proving what in fact was shipped. These 
principles were given effect to in the recent case of Craig Line Steamship 
Co., Lid., v. North Brstish Storage and Transit Co., 1920, 2 S.L.T. 423. 
The Bill of Lading was a qualified one, and the Court held that it was the 
duty of the shippers to prove that the Bull of Lading quantities had in 
fact been shipped. The shipowner was suing for his freight, and the 
cargo-owners counterclaimed on account of short delivery. Judgment was 
granted for the balance of freight due and the counterclaim was dismissed. 


Company's Powers 
Employers are now being urged on all hands to take up welfare and 
betterment schemes for their employees, and generally to be more human 
in their general attitude and exhibit less of the soulless corporation 
attitude towards things in general. So far as limited companies are 
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concerned the recent case of Evans v. Brunner Mond & Co., Lid., 150 
L.T. 326, suggests that such corporations may not have the power to do 
such a thing. In the case referred to, the Judge approved of the action 
of the Directors, but one feels that his interpretation of the position was a 
very liberal one, and scarcely in accord with strict legal principle. 
The case arose by way,of motion by the plaintiff suing on behalf of all the 
shareholders for an injunction restraining the defendant company from 
applying £100,000 by way of donation, or otherwise acting upon an extra-. 
ordinary resolution that the directors be authorised to distribute to such 
universities or other scientific institutions in the United Kingdom as they 
might select, for the furtherance of scientific education and research, the 
sum of £100,000 out of investment surplus reserve account. The com- 
pany’s main object was the business of the manufacture of chemicals in 
all its branches. The objects as stated in its memorandum of association 
were: “ To carry on in all its branches the trade or bus‘ness of chemical 
manufacturers ’’; “ The doing of all such business and things as may be 
incidental or conducive to the attainment of the above objects or any 
of them.” ‘The evidence of the chairman and directors of the company 
stated that its welfare was increasingly dependent upon the advance of 
pure science ; that the greatest difficulty of the company was to find men 
sufficiently equipped by their previous studies in pure science to undertake 
its research work, and a larger reservoir of men, highly trained in the 
universities and scientific schools of the country, was necessary to the 
company ; that the directors were of opinion that the company might, 
with great advantage to its business, apply funds in assisting centres of 
scientific education; that the proposed application of £100,000 was 
eminently desirable in furtherance of the company’s business of chemical 
manufacturers and essential exclusively regarding such business; and 
that the welfare of the company’s business required that such schools 
and universities should receive adequate support. For the plaintiff it was 
contended that the proposed contribution of the company’s fund, although 
beneficial to the community at large, would not tend to the direct benefit 
of the defendant company, and a declaration was claimed in the action 
that the distribution and payment of any part of the sum was lira ures 
the objects and powers of the defendant company. It was held, the 
resolution being limited by an implied obligation that the authority 
must be exercised by the board bona fide in the interests of the company, 
that on the evidence the proposed application was not too general nor 
the balance of advantage to the company’s business too remote ; and no 
order for an injunction was made on the motion. 


Directors’ Fees and Broken Periods 


An accepted principle in regard to directors’ remuneration has been 
that where their contract with the company provided for payment at the 
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rate of a specified sum per annum, this was apportionable to the period 
served in the event of the services of the director ceasing before completion 
of the year; but, on the other hand, if the fees were stated at a lump sum 
for the year, nothing accrued till the year was completed. “A recent appeal 
in the King’s Bench Division from the County Court covered the point 
whether a director of a company whose fees were fixed at £150 per annum 
(without the use of the words “ at the rate of ’’) could recover in respect 
of a period of 150 days which he had served. Mr. Justice Lush was able - 
to allow the appeal, having come to the conclusion that the plaintiff 
was in receipt of a salary, and that prima facte the salary was apportion- 
able. Here the parties did not expressly contract that the salary could 
not be apportionable. All that the agreement said was that plaintiff’s 
fees for acting as a director should be £150 a year, and it left the question 
whether apportionment applied or not to the statute itself. There was 
nothing in the contract itself which forced him to say that the plaintiff 
had contracted with the company that he would in no case claim the 
apportionment of his salary. Seeing the plaintiff was in receipt of a 
salary he came to the conclusion there was a stipulation on the part of 
the company that unless he served for a whole year the pliantiff was to 
receive nothing. Moreover, it was plain, both upon the authorities 
and upon the facts, that the parties contemplated that the sum would be 
apportionable. He therefore held that the Apportionment Act applied, 
and the plaintiff was entitled to recover. Mr. Justice McCardie agreed, 
and the appeal was accordingly allowed, and judgment for the plaintiff 
for the amount claimed with costs. 


Limited Company as Shareholder—V oting 


In the petition of the Kelanton Cocoanut Estates (Limited and Reduced) 
for reduction of capital, the question arose as to whether the special 
resolution had been duly passed or not. The facts were as follows: 
By article 73 of the company’s articles of association it was provided 
that two members personally present should be a quorum. There were 
present at the confirmatory meeting one member of the company and one 
person appointed as representative under Section 68 of the Companies 
' (Consohdation) Act, 1908, to represent a certain limited company which 
was a shareholder of the above company, and it was contended for the 
petitioners that there was a quorum. Astbury, J., after stating the facts, 
said: “‘In my judgment a representative member appointed under 
Section 68 of the Companies (Consolidation) Act, 1908, should be taken 
into account in considering whether there is a quorum of members present 
at a meeting or not. I accordingly hold that this meeting was duly 
constituted, and I confirm the reduction of capital.” 
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“ What I should like to see in industry is more interest taken by directors... . We 
are sadly lacking men strong enough to hold the reins.” 





Minor Relatives in Industry 


By H. J. TAYLOR 
Of Messra. Morland & Impey, Idd. 


he the December issue of BUSINESS ORGANISATION, there appeared an 
article headed “‘ The Necessity of Co-ordination in Industry,” and I 
am very much in agreement with some of the sentiments expressed. 

In the paragraph headed, “ Minor relatives in business,” we read, 
“ one often finds that there is a good deal of room in a business for minor 
relatives,” and the consequence of this is that initiative is restricted for 
fear these minor relatives should be rubbed the wrong way, and any 
unpleasant atmosphere created. Although this is not the correct 
rendering of the context, I take it that that is what is meant. 

My view of this is, there can-be unlimited minor relatives in a business, 
drawn-from all branches of the family tree, if such need be the case. 
They, no less than I, are there to earn a living, and to make good in the 
job they are doing. If I, in the course of my efforts to make my job of 
more utility to my Firm, fell foul of one of the above mentioned minor 
relatives, that fact would not deter me in the least from carrying out my 
intention. In business there is only one relationship, and that is, to the 
whole for the good of the whole. 

One must not be afraid to do or say a thing because “ so and so” 
who is “so and so ” to “ so and so ” might disapprove, neither should one 
do a thing merely because the aforementioned “ so and so” would be 
inclined to look upon it as an act of grace if we adopted a certain course, or 
on the other hand neglected to do so. 

If you are in charge of a job, draw the other fellow in where he can help, 
and butt in his where you are sure you can help him, but where he is 
likely to prove a hindrance to you, push him out with all speed, and keep 
yourself out of his way if you are only going to be a hindrance to him. 


The Duty of Directors 


What I should like to see in Industry is more interest taken by Direc- 
tors. A Director is responsible for the control of one of the divisions of 
the business. This is split up into Branches under Superintendents, and 
I do feel that it is necessary for the particular Director in charge of any 
division to be constantly in touch with his Superintendents in the 
same manner though not to the same extent, perhaps, as they themselves 
are in touch with the Heads of their various Departments. 

Interest thus shown is a different thing to interference. Interference 
with the work of a Branch or Department, except through an acknowledged 
Head is reprehensible, and not conducive to the best results. It is not 
enough for a Director to admit to himself that ‘‘ so and so ” is managing 
alright, and to leave it at that. If “so and so”’ is managing alright, 
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there is a sound reason why, and a little interest displayed in that direction 
by the Director concerned would prove a great incentive to do even better. 

It is excéeding bad policy to leave a man alone for a long time because 
all goes well, and then when something, however small, goes wrong to 
make it the occasion of considerable annoyance. In such cases a man’s 
thoughts run very much like this. Well! I have done my best and things 
have gone well, and as long as they went well I was left severely alone, but 
as soon as the least little thing goes wrong the whole fat is in the fire. 

My point is, if a Director is personally cognisant of what is done to 
make things go right, he is in a far better position to temper his attitude 
when something goes wrong. No man, even a Director, can claim never 
to have made a mistake, and I do think that a closer touch between 
directorate and management in all circumstances would tend to increase 
the understanding and confidence necessary to the successful conduct of 
any business. 


A Personal Reminiscence 

Years ago, I well remember an old master of mine, who used to come 
on an informal tour of inspection every morning. Istarted work at6a.m., 
so did he. About 7 o’clock he used to regularly come round to each one 
of us, and ask how we were getting on. He would thoroughly interest 
himself in our work, and was at great pains to help us in every possible 
way. When he had to complain, it was done in a way which showed a 
just and full appreciation of matters for and against, and no man needed 
a second telling. That man was loved, nearly worshipped, by everybody 
under him. He held the reins of government with a sure hand and the 
weight of his experience and personality were felt in due proportion by 
those whom he guided. 

That is what we want in industry to-day. There are faults on both sides 
which prevent it being the case. On the one hand we are sadly lacking in 
men strong enough to hold the reins, and on the other, we have those who, 
as a result of long mismanagement, are deliriously suspicious of the few who 
are strong enough to attempt the task of rehabilitating and guiding them. 


The Real Solution of the Difficulty 

We shall not find the solution to the problem in the columns of the 
Press which uphold and present the views and attitude taken by either 
side. The solution will be found when each and everyone realise “ that 
we are our brother’s keeper.” Mind and heart conceive and direct 
methods. It is, therefore, an attunement of these two in the light of the 
above quotation which will give us the bedrock on which to build up 
industrial stability, and which will enable those who have climbed to 
perilous heights to safely descend, and those who have descended to 
unfathomable depths to re-ascend to a more reasonable, understandable 
and equitable level. . 


+ 
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This useful article concludes the description of an efficient and economical system of 
stores readily adaptable to almost any business. 





Stores Accounting 


By JoszpH E. Srons, F.S.A.A. (Hons.), F.S.8S., A.O.LS. 
(Concluded from page 420.) 


Postings to Stores Ledger 

N postings are made direct from the ortginal documents as iio 
Debit side: Quantities only, from Delivery Notes ; Sterling Figures, 

from Invoices. Credit side: Stores Requisitions or Warrants. 

When the accounts or invoices are received they are entered in an 
Invoice Register in the Accountant’s Department and passed on to the 
Stores Clerk. Here they are examined with the entries in the Stores 
Ledger, and if correct in all respects, the price and values are inserted in 
the appropriate columns, and the spaces initialled by the assistants carry- 
ing out the work of verification. They are then certified by the heads 
of the departments concerned and returned to the Accountant's 
Department for listing and subsequent payment. 

In the financial books all invoices in connection with stores will be 
posted to the debit of Stores Account in the General Ledger. This, 
of course, only applies to the system where all materials are included 
in the Stores Ledger. The Stores Account will be credited with the | 
total amount shown as issued by the monthly Summary of Stores Issued. 
The debit balance on this account should then equal the total of the 
balances standing open in the Stores Ledger. 


[SPECIMEN No. 6] 
CHARGEABLE WORKS 
GOODS ISSUED AND RETURNS BOOK 


we Description | No, Nona paves or 
of Goods 
aa aeo Tasued be op ree ae tobe 


If Goods Received and Goods Issued Books are in use the Stores 
Ledger can be made to balance independently of the financial books. 
An account should be opened in the Ledger headed “ Adjustment 
Account,” and postings made to this account as follows : Monthly sterling 
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total of goods received to the credit and monthly sterling total of goods 
issued to the debit. This account will then show a credit balance, and 
if a trial balance is taken out the total of the debit balances in the Ledger 
should equal the credit balance on the adjustment account, and so prove 
the arithmetical accuracy of the Stores Ledger. 


Returns 


Unused and old materials returned to store should be recorded in the 
accounts in the same manner as new materials. Undamaged materials 
being taken on charge at their actual cost ; used materials at an estimate 
of their value. Materials so returned should be accompanied by a 
Stores Debit Note, and the Storekeeper should initial these notes, cer- 
tifying the receipt of the goods returned. These notes are then passed 
on to the Stores Ledger Clerk for entering in the Ledger. If the returns 
are at all numerous it is an advantage to have a special column on the 
debit side of the Ledger headed “ Returns.” In the majority of cases, 
however, returns can be shown by entry in red ink to distinguish them 
from ordinary purchases. 

A difficulty arises where chargeable work is undertaken by the 
concern. If all issues are charged out to the customer’s account, and this 
account credited with returns (it is often impossible to determine exactly 
beforehand the quantity required) a great amount of book-keeping 
would be entailed. This can be obviated by using a special form of 
book (Specimen No. 6). In such cases only the figures in the 
“Net Quantity ” column would be posted to the customer’s account. 
The disadvantage of this method is that the requisitions cannot be dealt 
with until the work is completed, and therefore the Stores Ledger does 
not on any day contain a full record of all stores transactions. If, 
however, the requisitions are not allowed to remain “open” for an 
unreasonable time the method can be justified by the amount of time 
and labour saved. 


Stock-taking 

A proper system of stock-taking is essential to any stores accounts. 
It is one of the most important sections of the work which go to make 
up the complete record of financial transactions, and upon its accuracy 
depends the correctness of the Profit and Loss Account and the Balance 
Sheet. Stock should be taken by or under the direct supervision of an 
independent stock-taker or an officer of the concern who is not in any way 
responsible for the stores, and the Stock Lists prepared from actual 
inspection of the goods. The prices can be obtained from invoices, 
contracts, etc., and the calculations worked out and checked. The list 
is certified by the Store-keeper and the head of the department both as 
to existence of the quantity of stock shown, and by the head as to the 
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values placed upon it. The,officers responsible should sign a certificate 
in the following form— 


Stock taken Byes senen aoe . Value and existence 

Checked by .. ae eee ae certified “Ye 

Priced by... . Steep. i. al bade ead of Department. 
Extensions worked _ wee eee) a Examined , an 

Extensions checked... aaas enea 0. ‘Accountant. 


While the actual stock is being taken and listed an assistant, prefer- 
ably of the Accountant’s Department, should prepare from the Stores 
Ledger a list of the balances appearing therein (Specimen No. 7). When 
the actual stock list is received in the Accountant’s Department the 
figures will be filled in against the respective items on this List of Stores 
Balances. The results of the stock-taking can then be compared with 
the book entries and discrepancies noted. Strict investigation should 
be made promptly into any ascertained large differences. 

Stock-taking is usually carried out at the end of the financial period 
but it is strongly recommended that this final examination be supple- 
mented wherever possible by a system of partial tests at more frequent 
intervals, Some concerns arrange for periodical stock-takings; say 
stores A to C one week, D to F another, and so on. The Stores Ledger 
balances are struck on the day the actual stock is taken and differences 
inquired into at the time. At the end of the year the book stock is taken 
as the actual stock unless very costly material is involved or there are 
special reasons for a contrary practice. Thus the heavy work of stock- 
taking is spread over a fairly long period without in any way disorganising 
the general routine work of either the Stores Department or the office. 


Situation and Control of the Stores 

The situation of the stores is important, particularly so in the case 
of a manufacturing concern. It should be in a prominent position, and 
easily accessible for the purpose of receiving and issuing materials. There 
should be a clear road passing over a weighbridge, and so arranged that 
material may be brought inside the factory and delivered quite close to 
the stores, adequate lifting tackle being provided for the expeditious 
unloading and handling, etc. 

Suitable receptacles for the accommodation of the various classes 
of materials according to their size and grade should always be provided 
so that the department may be managed in an orderly and systematic 
manner, and the Storekeeper know at once where any kind of material 
is to be found. The stores divisions or lockers should be numbered, and 
these numbers should appear on the proper folios in the Stores Ledger 

s “Stores Reference No.” A stock card should be pinned to each 
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division or locker showing Goods In and Out, On Hand, and Min. and 
Max. Stocks. 

The Store-keeper should of course have complete control over all 
stores entrusted to his charge. The Manager is usually allowed means 
of access to the stores, but this principle cannot be extended to many 
officials without lessening the Store-keeper’s responsibility. 


[SPECIMEN No. 7] 
STOCKTAKING 
COMPARISON OF ACTUAL WITH Book STOCK AT___. 192___ 





Conclusion 


Stores Accounting does not mean merely book-keeping as such. The 
best results can only be obtained by the transactions themselves, as well 
as the recording thereof, being all controlled by “ system.” 

Those responsible for the work in connection with any branch of 
stores should realise that the same degree of accuracy may be attained, 
and indeed should be expected, in the stores accounts as is demanded 
in all work in connection with the financial books of the business. 
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An appreciable number of persons in this country would be delighted to precipitate 
a banking crisis if they could, as a step towards some revolutionary upheaval.” 


Table Talk on Business Topics | 


By Dr. ELLIS T. POWELL, formerly Editor of the “ Financial News.’ 


To must be wide appreciation of the large space devoted to 
commercial and industrial law in the pages of this Magazine. 
Commercial and industrial law constitutes a subject with regard to which 
there was, up to a few years ago, the most abysmal ignorance. That 
was the reason why the few lawyers who knew the subject thoroughly 
made such fortunes at the Bar. They had a monopoly of knowledge 
totally unapproached by the ordinary practitioner. I have been in 
many cases with the ex-Lord Chief Jystice (Lord Reading), so that I 
know what I am saying when I affirm that his successful career has been 
in a great measure due to his unique equipment in the matter of com- 
mercial law. In some such facts as these lies the reason why a good 
solicitor is less a lawyer than a clever business man. Perhaps one might 
define him as a clever business man who possesses a practical acquaintance 
with the law. I have known most of the distinguished solicitors of my 
time, and the most famous of them were by no means accomplished 
lawyers in the technical sense. I have myself put the late Sir George 
Lewis right in points of pure law, though I would not have tried conclu- 
sions with him where business tactics, from the legal aspect, were the 
subject of discussion. In that field he was supreme. Having decided 
upon his strategy, he knew quite well where to go for his law, seeing 
that the services of the shrewdest brains of the Common Law and 
Chancery Bars were always at his disposal. He was, for instance, always a 

disciple of the principle laid down in the famous lines— 

“ Thrice armed is he who hath his quarrel just, 

But four times he who gets his blow in fust.” 

Again and again the parties who contemplated legal action against 
sir George’s clients, and also fancied themselves as plaintiffs, found that 
the sudden dexterity of the veteran solicitor had put them in the position 
of defendants. 


A Priceless Auxiliary 

It is this business qualification that renders a clever solicitor so in- 
valuable an ally of any group which is engaged in large transactions. In 
recent years it has become quite the common thing for clever solicitors 
to become permanently associated with large business organisations, not 
as solicitors, but in some other capacity where the legal qualification is an 
auxiliary of the commercial or financial equipment. One of my very 
oldest solicitor friends is now the secretary of a great tobacco company. 
Another has become a permanent member of the business staff of a great 
bank. The late Sir Edward Holden again and again picked up smart 
solicitors in the budding stage (he had no objection to solicitors’ clerks if 
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they were up to the requisite standard), and put them on the high road to 
£5,000 a year in the great institution of which he was the head. Less 
reputable was the method of a bygone financier who paid a city solicitor 
£1,500 for the critical perusal of every prospectus he issued, and for the 
assurance, after examination and emendation, that the financier could 
never be sent to jail for issuing it. Of another species was the agreement 
between a solicitor and a great financial group under which he had an 
assigned share of all their profits, on the understanding that his skilled 
services were to be instanter at their disposal, at a moment’s notice, 
whenever they were called for over the telephone. 


Knowledge and Innocence 

The things which have always amused me about the great commercial 
lawyers (and I have known most of them for the last quarter-century) 
have been their innocence and almost impotence in other directions than 
their special knowledge. The late Mr. Justice Hawkins once asked 
“ Who is Connie Gilchrist ? ’’—but then he was not a commercial lawyer, 
so the tale is hardly apposite. But it is a fact that the most learned of 
commercial legalists would be completely flustered by an emergency 
which the ordinary man could handle with the greatest ease. I could 
illustrate this by stories of one or two of the present occupants of the 
Bench, but perhaps the pleasure had better be deferred. Of a distin- 
guished Lord Justice, however (not now in the Appeal Court), the tale 
may be told. While still a Chancery Judge, he was harassed one day 
by the appearance of a new counsel in Court, who kept up an incessant © 
series of objections. When the Judge went to lunch with his learned 
brethren, his ruffled air attracted the notice of the Chief Justice, who 
sympathetically inquired what was the matter. 

“Oh,” replied Mr. Justice X, “there is a most dreadful counsel in 
my Court. He keeps on objecting to everything, and I don’t know what 
to do with him.” 

“ What’s his name ?”’ asked the “ Chief.” 

“ Mr. ,’ was the answer. 

“Qh, only ” remarked the “ Chief.” “ You can easily deal 
with him. Over-rule his objection; over-rule every objection he makes.” 

The ruffled Judge was pacified, and returned to Court for the afternoon 
session. Almost immediately the “ dreadful” counsel rose with his 
accustomed objection, but the great commercial lawyer on the Bench 
overdid the tactics which the “ Chief ” had suggested to him. 

“Mr. ———,” said he, “I over-rule your objection, and I over-rule 
every objectton you make.” 

Wonderful Birds 

Byles (and who does not know Byles on Bills?) seldom joked, but 

when he did, he touched the spot. -On one occasion Mr. F——,, a leader 
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of the Western circuit, was carried away by his own eloquence when 
defending a woman for neglecting her infant child. 

‘Gentlemen, it appears to be impossible that the prisoner can have 
committed this crime. A mother guilty of such conduct to her own 





DR. ELLIS T. POWELL 


child! Why, it is repugnant to our better feelings. Gentlemen, 
the beasts of the field, the birds of the air, all suckle their young, and—”’ 

“I can only assure you, Mr. F ,” said the author of Byles on 
Bills, speaking from the Bench, “ I can assure you that if you establish 
the latter part of your proposition, your client will be certain of an 
acquittal.” 

But there is an even better story which shows how dangerous it is to 
brief a commercial lawyer where the basis of the case is in the realm of 
the romantic. A barrister, to whom commercial law was known from 
A to Z, but who knew little else, was briefed for the plaintiff in breach 
of promise. In his address to the jury he became fervid with emotion— 

“ At last, gentlemen, the betrayer of my unfortunate client must face 
a jury of his fellow countrymen. At last he sees Nemesis approaching. 
At last he beholds the handwriting on the wall—those awful words, 
gentlemen, ‘ Eli, Eli, lama sabachthani ’ 4 

This was too much for the Judge, himself a Churchman and a theo- 
logian. He interrupted to point out that, to the best of his»recollection, 
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the aon quoted by the learned counsel were not those which the mystic 
hand inscribed upon the wall. 

“I am obliged to your Lordship,” retorted the commercial lawyer. 
“ My lord corrects me, and I bow to his superior knowledge. But, 
gentlemen,” wagging a menacing forefinger at the jury, “ whatever the 
words are, they mean exactly the same.” oce gao. 


Defining a “ Bank ” 


By the way the public discussion with regard to the failure of Farrow’s 
Bank looks like providing a chance for some commercial lawyer to dis- 
tinguish himself. “We are told that for the future it will have to be 
impossible for anybody to open a “ bank,” unless there has been stringent 
inquiry as to his qualifications and resources. Consequently we must 
have a legal definition of a bank, embodied in an Act of Parliament. 
I do not envy the commercial draughtsman who is entrusted with the 
task of framing a water-tight definition. I would as soon sit down to 
draw a definition of a mother’s love, in such a fashion that would exclude 
every other sentiment. We laugh at the schoolboy and his “ howlers,” 
but the best of us, if we were asked to define a bank, would either make 
very poor shots, or miss the target altogether. 


Some “Howlers ” 


Talking of “ howlers,” I have quite a decent collection of them 
Some are really more than “howlers”: they are “ screamers.” As 
commercial education is all the rage nowadays, I give a few commercial 
and social specimens from the examination papers of years gone by— 


Household suffrage was a kind of disease, at one time, in all the houses, because 
of too long working at the factories. 

The fourth commandment tells us that six days shall thy neighbour do all that 
thou hast to do, but the seventh is the Sabbath. In it thou shalt do no manner of 
work, etc. 

Pencils are so called because they come from Pennsylvania. 

A dromedary is a two-masted camel. 

The English lakes consist of Derwentwater, Ullswater, Bayswater, etc. 

Tradition is where a boy wears his father’s cut-down trousers, because they 
are handed down from father to son. 


coo * The south of the United States grows oranges, figs, lemons, and a great quantity 





of preserved fruits, especially tinned meats. 

A centipede is a French measure of length. 

Cardinal Wolsey died in the train on his way to the scaffold. 

Leap year is so called because the earth goes round the sun for three years, but 
in the fourth year it leaps over it. 

The savannah is an excellent brand of cigar. 

Things which are impossible are equal to one another. 

The laws are made by Lloyd George or else by the policeman. 

Salome was a girl in beads who danced before Harrod’s. 

The Menai Straits are crossed by a tubercular bridge. 

The masculine of heroine is kipper. 

The heirloom is something like a carpet loom, but is used to make fringe nets. 
| The chief provisions of the Great Charter were Universal Suffering, Votes for 

Women, and “Abolition of Property. 
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The mineral wealth of a country is ginger beer and lemonade. ees 
Much butter is imported from Denmark, because Danish cows have greater i 
enterprise and superior technical education to ours, = 
An appendix is a portion of a book which nobody has yet discovered to be of 
any use, 
The “ Flannelette Peril ” means petticoat government. 


The best of all in my collection is, I think, the following, tougi it 5 
is not, strictly speaking, concerned with a commercial topic-— eg 


Cardinal Cromwell cut off King Charles’s head. He was afterwards heard to 
exclaim, “ I would I had served my God as I have served my King!” coe 


Nearly everybody is interested in other people’s “ howlers "much 
< more than in his own, as a rule. But then we are supposed to be more- 
mindful of other people’s business, also, than of our own. ee 


A Vulnerable Point 


Reverting for a moment to the Farrow’s Bank affair, there is a point : 
which nobody seems to have noticed, though to my mind it is one of. 
tremendous importance. When it was realised that the crash must 
come, the directors of the bank are stated to have telegraphed the © 
various branches, ordering an immediate suspension. The telegrams oe 
appear to have been despatched in the early hours of a Monday morning, — 
so as to anticipate and prevent the opening of the branches. In banking» 
circles there is considerable curiosity as to the evidence of identity and 
authority which was furnished to the Post Office in order to justify the ee 
transmission of these messages. It is unthinkable that the Post Office 
officials would forward such instructions unless the persons who issued = — — 
them were furnished with unimpeachable credentials. Some statement = 
on the subject would be welcome, if only as an assurance to the public = 
that the door is effectively closed alike against malicious conspirators > __ 
and merely mischievous tricksters, since either class might do irreparable 
damage, in a very brief space of time, to a fabric so delicate as the” 
financial. | : 


A Case ‘‘On the Nail ” 


In the early days of the electric telegraph a Home Office messenger 
despatched instructions to the governor of a provincial prison, ordering 
him to defer the execution of a criminal lying under sentence of death, 
Some hours later the messenger returned with a second telegram, instruct- 
ing the governor to proceed with the fatal function. This message the 
telegraph clerk refused to transmit, unless furnished with the most 
absolute proof of the Home Secretary’s authorisation. Error or lac 
of authority in the first despatch was capable of easy remedy, he. said, 
-but the consequences of the second would be irretrievable, and in the 
absence ef unchallengeable evidence he declined the responsibility. 
_ There can be no doubt about the soundness of his reasoning. > 
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OG ‘lose up this Loophole x 
5 His caution may be a hint for ourselves. An appreciable number 
` cof persons in this country would be delighted to precipitate a banking 
= crisis if they could, as a step towards some revolutionary upheaval. 
Unless there exists some safeguard of the nature of which the public is 


< not informed, it would be quite easy to send off fifty telegrams, to as 
© many provincial branches of some leading bank, purporting to convey 


instructions for the immediate suspension of payment. If they were 
© obeyed in the merest handful of instances, by unsuspecting managers, 
-serious trouble might be precipitated. The possibility looks like a 


vulnerable point in the defensive armour of our magnificent banking 


system. It would be as well to protect it against the chance of a stray” 
projectile, whether discharged by conspirator, fanatic, or practical joker. 


Astounding Credulity | 
It may be said that the thing is impossible. Well, I am not sure 
that anything is impossible in the region of human foolishness or credulity. 
I suppose I have seen more of the credulity of the public than almost 
any other living man outside the ranks of the detective forces. Some 
of the instances are all but unbelievable. Take one. An individual 
calling himself “ Major Z” sent out some hundreds of letters from a 
-West End address announcing that he was the executor of an estate 
~ including a large block of shares in one of the leading industrial enterprises 
of the country, which henamed. The beneficiaries of the estate were press- 
ing for the money, and consequently he was willing to let the shares go at 
a figure which was a sacrifice, subject to the receipt of cheque per return. 


Every Precaution Neglected 

Now one would have supposed that the first question which would 
have occurred to the recipient of such a circular would have been the 
query, “ Why does he not sell on the Stock Exchange? Why hawk 


= ’ > the shares through the post when they can be sold at a moment’s notice 
cz. for cash on the central security market of the world?” However, 
< people did not ask themselves that question. Some scores of rash persons 


< sent cheques. These were promptly paid into a bank account which the 
--schemer had opened specially for the purpose. There again, you would 


Z have thought that the buyers would have adopted the simple precaution __ 
of taking delivery of the shares through a banker, against transfer and- 
certificate, a course to which no honest seller could object. But there, 
they did not. The seller (who had no shares at all) netted some thousands 


| . - of pounds, and got clear away. As a specimen of sheer blind credulity, 


_ rushing headlong into a palpable trap, this episode will take a lot of 





beating. The public gets wiser every day, but its skin of common n sense : a 
cs ods not quite impervious yet. | “ we 
a m 





- Sir Charles Macara, who has been a frequent contributor to its pages since its i incep 





Reviews 
The Typists’ Vade-Mecum 


op By Marcarer B. Owen, World’s Champion Typist. With special Gui 
< on setting out in all branches of Typewriting. By Mrs. Surra-CLovuen. (tanks 
a . eee & Co., 31 Essex Street, Strand, W.C.2.) Cloth. Price 2s. 6d. net. 


In this handy pocket volume the world’s champion typist, a young lady wha. 
< can work the typewriter faster than many men can speak, describes in interesting 
< detail the methods which have given her such pre-eminence in her profession, 
Her collaborator, Mrs. Smith-Clough, an English high-speed typist, is responsible | 

_ for helpful chapters on the technique of typewriting. The business man could o 
hardly make a more useful present to his typist than this book. Pee 


Bolshevik Russia 


: By G. E. Rare, in collaboration with EDOUARD Lusorr, LL.D. (Nisbet &- | 
Co., Ltd., 22 Berners Street, W.1.) Price 1s. net. | 


If there is any British workman still under the delusion, after the report of | 

the British Labour delegation, that Bolshevism as it is practised in Russia will o oo 
improve his conditions of life and work, perusal of this book will surely undeceive o ooo 
him. The reproduction of translations of actual documents relating to theo =o o 
Russian Trade Unions and the system of compulsory labour introduced under eae 
_ the Bolshevist system effectively exposes the grinding tyranny of Lenin’s régime. 

‘It is the very negation of freedom. The value of the book is discounted to some — 
extent by the authors’ attempt to identify Bolshevism with Marxian Socialism. 
Now, it is only fair to point out that this identification is resented and bitterly = — So 
opposed by many of the most advanced Socialists, who deny that Lenin is correctly: = = = 
interpreting the Marxian creed, and even go so far as to assert that his tyrannic _ 
policy is the antithesis of true Socialism. In France, for example, the differences. 
between the Bolshevists and the Marxian Socialists have led to a definite. split: 
in the Socialist party, the anti-Bolshevists being led by M. Jean Longuet, a 
Socialist orator of international reputation, who is a grandson of Karl Marx. | 


In Search of a Peaceful World 


The Practical Views of a Leader of Industry. By Sm CHarites W. MACARA 5 
BART. (Manchester: Sherratt & Hughes.) Cloth, 318 pp. Price 6s. net. = 


Readers of BUSINESS ORGANISATION will need no introduction to the views. o 

























tion, but they will value the opportunity of possessing them in more permanent form.. 
The present volume consists of a selection of the more important articles co 
tributed by Sir Charles to the Press since the last edition of his book on ‘ Soci ia 
and Industrial Reform,” and they have much more than a merely ephemeral 
interest. The vital industrial problems which are the subject of these arresting 
essays are as yet unsolved, and the urgent need for their solution is reflected in the 
industrial chaos ofthe times. ‘‘ Never has industry been less secure, more grievou: 
burdened with taxation, more desperately uncertain of its relations with Labour ”- 
sentence from the introductory chapter gives an admirable epitome of the positic 
There is abundant opportunity for statesmanship, but the politicians fail us, a. 
is for the business men of the country to give them alead. In this great ` work, Sir 
Charles Macara is playing an honourable and public-spirited part. His propositic 
for the settlement of the problems of production and prices, the relations of Capi 
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probably thé foremost authority on industrial psychology in this pouty, ‘and heo 
presents. an unanswerable case for the wider application of psychological methods 
pipes solution of the special peas of ee As” a Peds of serait ee 
































followed ‘the A of suggestions paced on a EE obsertietionse is 

of the greatest value, and it marks the triumph of the application of really scientiuc 

=< method to industry. In the face of these results, few will be inclined to question... 

a Dr. Myers’ view that “‘ the psychological factor must be the main consideration — 

of industry and commerce in the future.” His theme is the all-importance of the 

BS mind as a factor in industrial and commercial efficiency, and. he discusses itp-with 

_ a freedom from technicality which will be particularly appreciated by the general 

.Yeader, under six chapter headings: (i) movement study; (ii) fatigue study ; 
(iii) selection study ; (iv) incentives study: restriction of output; (v) systems of 

| payment; and (vi) industrial unrest. Facts are what the business man requires, 

< and Dr, Myers furnishes him with a wealth of astonishing increases of individual 
and collective efficiency due to the use of methods designed to induce in the worker 

the right mental attitude to his job, to give him the best conditions for preduction, 

_ the proper rest pauses, so as to avoid unnecessary strain and fatigue, and’ fo enable 

him, as far as possible, to take a pleasure in his work. His remarks on the vexed 

< questions of restriction of output and systems of payment (i.e., day rates as against _ 

payment by results), show that the psychologist can make important original =~ 

itributions to the solution of difficulties which account for a great deal of labour 
est, and which have long baffled the ordinary resources of. ‘management. 








” The Secretary and his Directors 


. By HERBERT W. JORDAN and STANLEY BORRIE. (Publishers : Jordan & = : 
Ltd., 116 & © 117. Uhancery Tane, W. C.2.) Fifth Edition. | ‘Clotl | 









: ‘that this wrk, which. was aeua published in December, 1915, 
reached a fifth edition, sufficiently indicates that its lities: of con- o 
i , and the valuable guidance it gives on the. d ities oe 

















itations of their respective spheres are clearly shown, a formid 

nt“ ‘cases bearing on points of difficulty. being cited. In- brief, ‘the book 
sents within handy compass a great deal of essential information concerning 
etal mad directorial ee which de be intmediately: available i in rng 
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NOTES OF THE MONTH 


Encouraging Railway Staff Efficiency 
T Great Western Railway Company, which has consistently 

encouraged staff efficiency, has now taken a further important 
step in their traditional policy by the publication of a new scheme 
providing for a valuable course of special training in railway work, 
which is to be open to a limited number of members of the salaried staff. 
The staff of all departments are eligible, but candidates will be required 
to hold a “ merit” certificate in the company’s signalling or station 
accounts examination, or to have attended a course of lectures and 
gained a first-class certificate at the London School of Economics, or the 
Municipal School of Commerce, Birmingham, the Cardiff Technical 
College, or the Victoria University, Manchester. The period of training 
will be four years, twelve months of which, it is intended, shall be spent 
in the headquarters offices at Paddington, and the remainder in various 
departments at provincial offices and stations. While it is specifically 
pointed out that the proposal does not necessarily carry any promise 
of special promotion, the directors would hardly undertake this expensive 
scheme of higher-grade training without intending to avail themselves 
of the special services capable of being rendered afterwards by the men 
selected to undergo it, and the company’s past record, too, discredits 
any such disappointing assumption. 

+ * * 


Nepotism and the Railways 
For every chief officer of the Great Western has risen from the ranks. 
The present General Manager, Mr. Charles Aldington, O.B.E., started 
as a boy clerk in the company’s service, as also did his predecessor, 
Mr. Frank Potter. For many years the company has made extensive 
provision for the education of its staff in railway administration. It 
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was the first to establish schools for signalling, train working, station 
accountancy, etc., and large numbers of the employees have passed the 
special examinations in connection therewith. The company also 
provides classes in shorthand, typewriting, French and first aid, and 
makes substantial donations to leading technical schools and provincial 
universities in order to secure courses of instruction for their servants. 
This is a fine record, which sets a splendid example to private employers, 
and incidentally goes far to disprove, so far as the Great Western is 
concerned, the widely current belief that nepotism plays a considerable 
part in the disposal of higher grade appointments in the railway service. 
* * * 


The Revival of Trade: Optimistic Predictions 

There has been a distinct vein of optimism running through some 
recent references by prominent business men to the trade situation. 
Whether these hopeful forecasts are merely the expression of a general 
desire, or are founded on more substantial indications of returning 
prosperity than are available to most people, matters little, perhaps, 
so long as they bid us be of good cheer. Business men are all eager to 
get out of the trough of the “ slump,” and those fearless spirits who, 
in the midst of prevailing depression, have the courage to voice an 
abiding optimism, deserve well of the community at large. Mr. F. G. 
Kellaway, M.P., the energetic secretary of the Department of Overseas 
Trade, is of these chosen few, and he told the Preston Chamber of 
Commerce the other night that he was hopeful that the much wished-for 
trade recovery would not be long delayed. Foreign markets had been 
glutted with high-priced goods, but these were being steadily disposed 
of. The world hunger for supplies of all kinds remained unsatisfied, 
and was certain to become increasingly urgent. Another courageous 
optimist is Sir Herbert Austin, the well-known motor car manufacturer. 
If there has been one industry which has been more depressed than 
another in recent times it is the motor trade, but Sir Herbert, speaking 
at a recent luncheon at the Connaught Rooms, declared that so far as 
his firm was concerned, it was selling ten times as many cars to-day as 
before the war, and he believed many other firms were doing the same. 
“ I believe,” he added, “ we have come to the bottom of the depression 
and that we are going to see a recovery in our particular trade, and in 
many other trades in the country.” These significant declarations 
should not be overlooked in the present circumstances. They may 
indicate an impending change in the tide of our commercial fortunes. 

me * * 


A Cold Douche to Over-Optimism 
Meanwhile, Mr. Arthur W. Kiddy’s address to the Chartered Institute 
of Secretaries on the subject of “ Our Foreign Trade in Relation to the 
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Position of the Exchanges,” serves to temper any undue optimism by 
making it perfectly clear that if there be a little light on the horizon 
we are not yet out of the wood. Mr. Kiddy, as Editor of the Bankers’ 
Magazine and Financial Editor of the Morning Post, speaks with expert 
authority, and he drew attention to the serious difficulties which beset 
the problem of the restoration of international trade. While it was 
true that many countries, including the devastated areas of Europe, 
would gladly send us huge orders for goods and machinery, not only 
had they not the means to pay, but the task of assisting them was one of 
extraordinary difficulty. If Austria were granted twenty millions of 
credit here to enable her to buy machinery and raw materials, granted 
that employment here might be stimulated somewhat, a certain amount 
of fictitious prosperity might be created, leading to increased consumption 
and probably higher commodity prices, there would be the risk that 
Austria might never be able to make repayment other than by a process 
of dumping, while her depreciated currency and exchange would enable 
her to export goods on terms hopelessly cutting out our own manu- 
facturers. What was true of Austria applied equally to Germany and 
other countries. A pretty pickle, indeed! National economy in con- 
sumption and increased and cheaper production are Mr. Kiddy’s remedies 
for all countries whose internal and external indebtedness have been 
increased by the war; but he did not explain how the devastated countries 
were to be put into a position to produce effectively except by the 
dangerous expedient of credit advances. 


* *% * 


American “Science” and British Industrial Conditions 


That there is something about certain American methods which 
rouses a feeling of irritation, a kind of uprush of instinctive antagonism, 
in the typically British mind is undeniable, and the fact seems worthy 
of serious study. Dr. Stanley Kent made an interesting reference to it 
in his recent lecture to the Textile Society, at the Manchester School 
of Technology, on the subject of “ Time and Motion Study.” Some 
antagonism to scientific management, he said, has been caused in this 
country by the too frequent use of American methods as an example 
to British industrialists, and much harm has been done to the cause of 
higher production by continually harping on this theme. The truth 
of Dr. Kent’s observation will hardly be challenged by any close student 
of industrial management, and it would seem to offer a promising field 
for psychological investigation. It would be idle to deny that we owe 
the Americans a great deal for their valuable pioneer work in manage- 
ment development, but every practical works manager realises that it 
would be folly of the crassest kind to attempt to employ in this country 
methods which have proved remarkably successful in American factories 
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without making the considerable modifications rendered necessary by 
vital differences in the English and American temperament. American 
conditions are vastly different from our own. Their labour problem 
is an elementary and relatively simple thing compared with that which 
confronts employers in this country. The highly developed class 
consciousness of the British working man finds little counterpart in the 
United States. It is significant that, rightly or wrongly, the British 
workman, whether he is an out-and-out Socialist, or a Trade Unionist 
of the old school, shares his employer’s characteristic prejudices and his 
innate suspicion of the benefits which are likely to follow any general 
application of American “science” to British industrial conditions. 
In view of this attitude our factory managers rightly proceed with a 
caution in adopting the more mechanical ideas of scientific management 
which seems difficult to understand by the hustling American. 


* * * 


Sir Josiah Stamp on the Nation's Capital 


Those misguided visionaries who appear to believe that the 
millennium would dawn if only the nation’s capital could be pooled and 
divided out more equally, will derive little encouragement from the 
calculations and deductions of Sir Josiah Stamp, joint hon. secretary of 
the Royal Statistical Society, and formerly assistant secretary of the 
Board of Inland Revenue. This eminent statistical authority has been 
delivering the Newmarch Lectures at University College, London, on 
the subject of “ Current Statistical Problems on Industry and Finance.” 
He showed, according to The Times report, that a very great difference 
existed between the valuation of the nation’s capital resources as a 
whole and the aggregate of the capital values in the hands of individuals. 
He estimated the total amount of the nation’s capital to be £14,400,000,000 
in 1914, and that, expressed in present money values, it would not exceed 
£19,000,000,000 to £20,000,000,000, and was probably much less. Most 
writers paid too much attention to the change in price level and too little 
to the alteration in the rate of interest, which served to reduce the effect 
of pricesin valuation. The increase in real values was, of course, negligible. 
In his view the nominal money change in the aggregate wealth in the 
hands of individuals was from about £11,000,000,000 in 1914 to 
£15,000,000,000 at the present time. 


* + * 


The Folly of Pooling Wealth Demonstrated 


If all the people with more than £250 a year had the surplus above 
that amount put into a common pool, there would be available, after 
providing for the upkeep of the public services through the taxation . 
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at present paid by that class, and also for the capital extensions which 
we had hitherto depended upon that class to provide for (out of savings) 
on a scale approaching the pre-war proportions, a net sum which, divided 
amongst the population, would increase the income of each family by 
about £14 a year, or say, 5s. per week asa maximum. This would apply 
to the first year of pooling only, as in the succeeding years it would be 
much smaller, probably not more than {5 or {6 per family per annum. 
Although there might possibly be some truth behind the general sentiment 
that large fortunes were tending to increase at a greater rate than general 
wealth, yet there was no statistical evidence, declared Sir Joseph, to 
indicate beyond dispute that the holding of capital is becoming more 
concentrated in the hands of a few. Not by an altered distribution 
of capital, but only by increasing the total volume of production 
could any important general improvement in the standard of life be 
attained. 





* * * 


Road Transport Menace to the Railways 


There is another “ Red Light on the Railways” besides that 
emphasised by Mr. J. H. Thomas, M.P., in his recent luridly entitled 
volume, and it is, if the expression may be allowed, the “ menace ” of 
road transport. Few foresaw in the early days of the motor vehicle, 
or even at the beginning of the war, that motor transport would develop 
with such abnormal rapidity, or that it would so swiftly become such 
a serious rival to the railways. Nevertheless, business men are already 
beginning to ask themselves whether the railways are out of date as 
an economical and efficient means of transport for merchandise, and 
many shrewd and venturesome minds have, in fact, decided the question 
in the affirmative. It was foreseen from the outset, that the motor 
lorry offered a convenient, and economical means of goods transport 
over short journeys, but the staggering possibility that heavy loads 
could be transported, with greater convenience, over long distances at 
rates with which the railways would find it difficult if not impossible 
to compete, was never envisaged even by the most optimistic motor 
enthusiast until within the last few years; and that this has come to 
pass is a social and economic fact of the profoundest significance. 

In the conveyance of passengers, the other principal channel of railway 
service, motor competition is hardly less severe, and there are indications 
of further rapid development. The policy which directed the cessation 
of excursions gave opportunities for the profitable employment of motor 
chars-a-bancs of which advantage was immediately taken, and multitudes 
who cannot afford a motor car of their own learned to appreciate the 
benefits of travel in the open air, to the manifest detriment of the railways. 
Plans are now well advanced for an elaborate scheme of road passenger 
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transport from London during the coming holiday season. A combina- 
tion of large firms of motor coach and char-a-banc owners, including 
Pickfords, Tillings, and others of almost equal reputation propose to 
run services regularly to the principal seaside resorts and certain inland 
centres at return fares very little higher than are charged for rail 
conveyance. Over 200 vehicles will be used. The London terminus 
will be in High Holborn, and a covered station is in contemplation. 
The railways notoriously are having a hard struggle to make both ends 
meet, and the seriousness of the position is appreciated. 


* * x 


Sir Eric Geddes’ Committee of Inquiry 


In view of these developments it is not surprising that an Important 
committee of inquiry has been set up by the Ministry of Transport to 
consider the question whether it is desirable that railway companies 
should have general or limited power to carry goods by road, and under 
what conditions. The members of the committee are: Mr. J. H. 
Balfour Browne, K.C. (chairman); Mr. C. Aldington, general manager, 
Great Western Railway; Mr. H. Currington, Federation of British 
Industries ; Mr. G. A. Dutfield, president, National Alliance of Commer- 
cial Road Transport Associations; Mr. J. J. Hughes, Association of 
British Chambers of Commerce; Mr. E. S. Shrapnell-Smith, Commercial 
Motor Users’ Association; Mr. Ben Smith, secretary, United Vehicle 
Workers; Mr. J. H. Thomas, M.P., National Union of Railwaymen ; 
and Mr. A. Watson, general manager, L. and Y., and L. and N.W. 
railway companies. 

* * * 


W hy the Railways are on the Downward Path 


The facts brought forward by the Commercial Motor correspondent 
of The Times in a lately published article on “ Road Freightage in 
Practice ” will give the committee plenty of material for consideration. 
' He furnishes some striking details of the work undertaken by the Road 
Freightage Company, Ltd., a firm which caters for long distance con- 
signments of general merchandise between London and provincial 
centres, and daily serves Southampton, Bristol, Coventry, Birmingham, 
Wolverhampton, Northampton, Leicester, Nottingham and Derby. It 
has been found that the economic distance limit for favourable competi- 
tion with the railway is normally 150 miles from a depot, but with 
certain classes of goods, such as furniture, greater distances can be 
satisfactorily and economically reached. The company have at present 
depots in London, Birmingham, Bristol and Southampton. The instruc- 
tive table of comparative rates per ton which we quote from our 
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contemporary, clearly indicates the important economies in traffic costs 
made possible by the adoption of road transport— 


The llth issue of the Ratiway Statistics just published by the Ministry of 
Transport gives the average charge at which the railway companies have been 
conveying meat as ‘35 per lb. In comparison, the Road Freightage Company 
are regularly dispatching meat over a radius of 100 miles from London at ‘25 
per lb.— 


COMPARATIVE RATES PER TON. 


Commodity. Destination. . Co. 
s. d. ¿ d; 
Tea : ; ; : : Birmingham 75 - - 
Meat. 3 d ‘ Birmingham 66 4 6 
Eggs . : i : ‘ Bristol , 56 - 6 
Tartaric acid . ‘ ‘ , Bristol 63 - z 
Marble slabs . ; ; ; Bristol 3 64 - 6 
Groceries : . : ; southampton 52 6 ~ 
Lard, bacon, and butter . : Southampton 37 = -- 





The above items have been selected more or less at random, but it is estimated 
that the saving to the consignor, taken over the whole, works out at 144 per cent. 


When it is remembered that transport by road offers other material 
advantages, such as minimum packing, economy in time, reduced risk 
of breakage and pilfering, the gravity of the position for the railway 
shareholder will be manifest. Lord Montagu of Beaulieu was hardly 
overstating the case when he told the Southampton Chamber of Commerce 
last month that railways are on the downhill path financially because 
their traffic, both passenger and goods, are leaving them for other and 
more expeditious methods of transport. 


+ a + 


The Passing of E.P. D. 


The momentous declaration of the Chancellor of the Exchequer at 
Birmingham last month that the Government had decided to abandon 
the Excess Profits Duty, and not to impose any alternative tax to replace 
it, was received with a sigh of relief by the whole business community. 
This belated withdrawal of what has surely been the most unpopular 
tax in our fiscal history is a welcome sign that the Government are not 
quite so indifferent to the force of public opinion as would appear from 
the cavalier treatment accorded to deputations of protest in the past. 
Whether the concession is to be interpreted as a kite heralding the 
General Election about which so much has been heard of late may be 
left to the politically weather-wise. What really matters is that a tax 
which penalised enterprise and initiative at a time when these business 
qualities were never so badly needed, which encouraged extravagance 
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when: economy is imperative, and kept up inflated prices when an 
impoverished community is crying out for relief, is definitely ended at 
last. The great objections to this particular tax on industry were freely 
admitted by Mr. Chamberlain, in jettisoning what must have been a 
very awkward cargo for the Government. His announcement that no 
businesses established since the war commenced will pay E.P.D. after 
3ist December last, and that other businesses will only pay for a period 
of seven years, dating from their first accountancy period, is one of the 
finest harbingers of an early trade revival that could be desired. 


* * * 


Profiteering by the Oil Trusts 


The strong comments made in the second report of the Standing 
Committee on the Investigation of Prices in Motor Fuel under the 
Profiteering Act will awake an echo in the mind of every motorist, and 
should receive the very careful public attention they deserve. Appar- 
ently the unfortunate consumer finds himself between the Scylla of 
Government control and the Charybdis of the Oil Trusts, and although 
he has no particular reason to desire the extension of the former, it 
is certainly preferable in the interests of private competition to the 
latter. There is nothing calculated to do greater harm to Capitalism 
as a system than the unrestricted activities of big trusts, which strangle 
free competition, and invariably exact an unreasonable toll for the 
commodities they control from the helpless consumer. After careful 
consideration, the committee have come to the conclusion that last 
year’s increase of 7d. in the price of petrol was absolutely without 
justification. The cardinal fact is that the prices of petroleum products 
are controlled by powerful combinations which own the principal sources 
of supply and the bulk of the distributive machinery, so that effective 
competition is impossible. Competitive private enterprise is quite 
powerless to check the activities of these combinations. The methods 
‘by which it is suggested effective control of the trusts could be obtained 
cover a wide field, but their adoption would appear in most cases to be 
greatly in the public interest. It is pointed out that the Government 
could control freights and fix fair distributive charges in this country. 
Combined action through the League of Nations is advocated to obtain 
legislative control over the trusts, a course which would go far to 
popularise the League by bringing its activities down to a more useful 
and less idealistic plane. The committee further recommend that there 
should be statutory obligation on gas companies to extract benzol from 
their gas, which would reduce the price of gas, and shale oil companies 
should be encouraged to develop their fields.. The manufacture of 
power alcohol in the tropical portions of the Empire is advocated, and 
the more extensive use of steam vehicles and of gas as a power for 
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transport is also recommended. Another important recommendation 
is the introduction of legislation prohibiting the use of raw coal before 
the valuable by-products have been extracted. Some of these measures: 
are highly controversial, it is true, but their recommendation is justified 
by thé magnitude of the evil which they are intended to remedy, and 
they merit the most serious consideration by the general body of petrol 
consumers. 





* * * 


Industrial Peace: Remarkable Legislation Suggested 


Mr. F. M. Lawson, A.M.Inst.C.E., A.M.I.Mech.E., whose system of 
exposed records has created so much interest among industrial engineers, 
made some very far-reaching suggestions in the course of his recent 
paper before the Royal Society of Arts on the subject of “ The Future 
of Industrial Management.” Lord Askwith, K.C.B., K.C., occupied 
the chair. In arriving at definite conclusions about the future of 
industrial management it was essential, said Mr. Lawson, to have true 
records of the past to work from and to realise that there is a demand 
for industrial peace which must be met by supply. Collectively, as a 
nation, we had never had industrial peace, but there were many records 
of individual works and factories where it has reigned for a long time. 
What had been lacking in the past had been the visualisation of the 
position of the work, and the consequent overloading of factories with 
unproductive labour. This was frequently the case, he said, when the 
son took the place of his father in the control and management of industry, 
and was responsible for a good deal of mental irritation which was largely 
the cause of industrial unrest. The master in whose works industrial 
peace reigned, obtained peace by straight-line promotion, .and unrest 
commenced as soon as there was favouritism in promotion. If legislation 
was introduced which made it compulsory for works managers and works 
directors to have had so many years’ experience as an apprentice, 
workman, charge hand, foreman, etc., the greatest source of industrial 
unrest would be abolished. And if the workers, instead of striking so 
as to obtain an increase of wages, would throw their whole strength into 
the principle of straight-line promotion, then the good sense and conscience 
of all that was best in the nation would most certainly support them. 
Education never could take the place of experience. The effect of 
straight-line promotion legislation would be for men of experience only 
to become captains of industry, and for members of Parliament to be 
selected from the captains of industry. The working man with energy 
and ambition would also know that he could rise to the highest position 
of responsibility in this country, and in a few years time this 
nation would lead industrially, and other nations would follow her 
example. 
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The Institute of Industrial Administration 


_ Ihe success of the Institute of Industrial Administration is a gratifying 

sign of the times, an evidence of the emergence of a new factor in industry, 
the administrative side, as distinct from those connoted by Capital and 
Labour. The importance of this new element, inspired by purposes and 
an ideal of its own, it is as yet impossible to foresee, but that it is already 
acquiring corporate strength and individuality is undeniable. The newly 
published Journal of Industrial Administration, which is the official organ 
of the Institute, shows that considerable progress has already been made 
by the Society, which held its inaugural meeting as recently as October 
last. Lengthy abstracts of the valuable series of addresses which have 
been delivered to the members are published. Instructional courses 
comprising series of lectures on Production Estimating and Production 
Costing have been arranged for, and full particulars can be obtained from 
Mr. E. T. Elbourne, the hon. secretary, at the offices of the Institute, 
110 Victoria Street, S.W.1. 


* * * 


“ The Post Office and the Telephones ” 


The important article which we publish in this issue on the highly 
controversial subject of “ The Post Office and the Telephones,” repre- 
sents, we are empowered to state, the official defence of the Post Office 
to the powerful attack which has been made upon the Department's 
policy in regard to the Telephone Service. As such it will be read with the 
greatest interest if not with entire approval by all our readers. It will 
be misconstrued if it be interpreted as an expression of editorial opinion. 
The Post Office make the serious complaint that the attitude of the 
Press has been unreal and strongly swayed by ulterior motives, and that 
while there has been exaggeration and misrepresentation on the one side, 
statements made in defence of the Department have been very generally 
garbled or refused publication. We publish the article +1 extenso in the 
interests of fair play, a principle which will immediately appeal to every 
Englishman, whether he supports the Post Office policy or is numbered 
amongst its most embittered opponents. 


Editorial Note 


Owrnc to exceptional pressure upon space we have been obliged to 
hold over “ Practical Costing,” “ Reviews of Books,” and other interesting ‘ 
features until the April issue. 
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Master Minds in Business 


No. 3. LORD NORTHCLIFFE 
A Personal Sketch 


By Dr. Erus POWELL 


Lo Northcliffe is not only the head of the so-called Northcliffe 
group. He ts the Northcliffe group—a constellation of enterprises 
scintillating around The Times, the Daily Mail, the Evening News, and 
the Weekly Dispatch. And therefore a personal sketch of Lord Northcliffe 
must include in its survey the history of the group: for the man and the 
group are inseparable. 

Alfred Charles William Harmsworth, Viscount Northcliffe, is the 
son (born on 15th July, 1865) of the late Mr. Alfred Harmsworth, a 
barrister. It was the intention of his parents that the son should follow 
in his father’s footsteps and make for himself a career at the Bar. But 
destiny decided otherwise. On a certain morning in March of 1888, 
Alfred Harmsworth, junior, lay in bed rather late. It was not for 
purposes of self-indulgence. He was not openly defying the principles 
enunciated by the author of the Duty and Advantages of Early Rising. 
He was already a working journalist, a modest newspaper authority 
on photography and cycling. An article of his had appeared in Young 
Folks in 1884, another contributor to the same journal being Robert 
Louis Stevenson. And now young Harmsworth desired to cogitate upon 
thé best methods of making a career of his own. He was reading, and 
as he read he noticed the heading of a column of the newspaper ‘‘ Answers 
to Correspondents.” It struck him that this was one of the most popular 
columns of any newspaper which devoted proper attention to it. Then 
the idea flashed across his mind—-Why not start a journal consisting 
entirely of Answers to Correspondents, dealing with every subject under 
the sun ? 


The Launching of “Answers ” 

Two months later, on 12th June, 1888, the first number of Answers 
to Correspondents appeared, with its headquarters in a small room at 
26 Paternoster Square. Very early in its history its founder was joined 
by his brother, Mr. Harold Harmsworth (now Lord Rothermere), who 
threw up a position at the Board of Trade for that purpose. Quite soon 
in its career the name of the journal was cut down to Answers. Mean- 
while, the circulation, which had been 13,000 for the first issue, had 
risen in twelve months to nearly 50,000 a week. In October of 1889 
a prize of £1 a week for life was offered for the nearest guess of the amount 
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of cash in the banking department of the Bank of England on a certain 
day some months ahead. There were 718,000 competitors, and the 
circulation of the journal again took a great upward bound. 

By this time Alfred and Harold Harmsworth had been joined by 
two other brothers, Mr. Cecil Harmsworth and Mr. R. Leicester 
Harmsworth. They now had both the capital and the confidence to 
embark in many other ventures. With admirable and accurate instinct 
these were all directed to cutting out the “ penny dreadful” of that 
day and replacing it by a more wholesome type of literature. By the 
third anniversary of the starting of Answers the total circulation of the 
various Harmsworth journals had reached 721,000 a week, and the 
founders made no secret of their resolve to raise the figure to 1,000,000. 
Fleet Street smiled at the ideal as being impossible of realisation. At 
the present moment, however, as everybody knows, such a figure as 
1,000,000 a week has long been surpassed. One Harmsworth newspaper 
alone—the Dasly Masl—has a circulation of more than 1,000,000 a day. 


A Loftier Ambition 

There had already been a removal from the little room at Pater- 
noster Square to 108 Fleet Street. In time the Fleet Street accommoda- 
tion became too small and the present Answers office at 24 Tudor Street 
was taken and fitted up as a permanent dwelling place for the whole 
group of journals. Within three years, however, that accommodation 
had proved hopelessly inadequate, so that in 1896 a large tract of land 
was secured on the Embankment and forms the present Carmelite 
Street home of the Daily Matil. Within the memory of people now living 
the Thames has flowed over the site where these offices stand. Even 
the greatest of English rivers had to get out of the way of these four 
young men. In fact, there was now a fifth, for at the end of 1895 the 
four brothers ‚were joined by Mr. Hildebrand Harmsworth, who left 
Merton College for that purpose. 

By this time, however, Alfred Harmsworth was conscious of a hiatus 
in bis surroundings. Although the prosperity of his large group of 
publications was making him a rich man, it had failed to provide him 
with something that he wanted far more than money. Popular weekly 
journals of the type of Answers and Forget-Me-Not may be very valuable 
properties, but they do not furnish an instrument by means of which 
public opinion may be formed and the destinies of empires swayed. 
That fact was coming home to the mind of Alfred Harmsworth, with ever 
increasing impact and emphasis, very early in the last decade of the 
nineteenth century. He had once resolved that he would make no 
speculative venture till he “ had many many thousands safely secured 
in the dull and depressing, but slow and sure, Consols.’’ Since- that 
resolution was formulated Consols have become much more “ dull and 
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depressing,” and much less “sure”; but doubtless their erstwhile 
admirer early discerned the coming depreciation and took time by the 
forelock. 


The “ Evening News and Post” 


Anyhow, with ample resources available, and an income that grew 
every week, Alfred Harmsworth had begun to look about him for the 
means of entering the newspaper world in such a manner as would enable 
him to be one of its driving forces. That alone could give him the 
command of the potencies he sought, for he was then, as now, much 
more anxious to wield power than to possess money. The latter 
he only regards as a means to the former. There is nothing sordid 
in the whole of his intellectual. make-up. To use his power for the 
benefit of his country and to do it without regard to any pecuniary or 
commercial considerations whatsoever—this is the ideal which he had 
dimly framed in 1894, but which has now been elaborated into the 
distinct, definite and unalterable creed of his life. 

So it was that in 1894 a London evening journal called the Evening 
News and Post was in a bad way. For years it had been losing money. 
It had been run on democratic Conservative lines as an out-and-out 
supporter of the policy then represented by Lord Randolph Churchill. 
But it never paid, and year after year its proprietors were called upon 
to find more capital in order to keep it going. Even the importation of 
a clever American journalist, the late Mr. J. H. Copleston, failed to 
enable it to turn the corner out of the land of loss into the region of 
profit. Ultimately its proprietors determined to get rid of it. Early 
information of this intention reached Kennedy Jones, formerly a reporter 
on the Birmingham Daily Mazl, and at this time the news editor of the 
Sun, another London halfpenny evening paper, then controlled by 
Mr. T. P. O'Connor. Kennedy Jones (later to be familiarly known in 
Fleet Street as “ K.J.”) lost not a moment in obtaining an option on the 
Evening News and Post at the price of £21,000. At the start only four 
people in London knew that he had it. Of those four only three survive 
—‘K.J.”, Tay Pay, and the writer of these lines. 


A Brilliant Press Alliance 
But whence was the money to come? Kennedy Jones had heard 
of Alfred Harmsworth. He knew him only by sight, though as a 
newspaper man he was familiar with the prodigious success of the Harms- 
worth publications. Consequently, a meeting was arranged, terms 
were arrived at, the Evening News and Post was bought, and a business 
partnership immediately formed. That alliance, one of the most brilliant 
newspaper coalitions of our day, lasted far eighteen years, until “ K.J.’s”’ 
health broke down and compelled a dissolution. When at length it was 
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dissolved, the retrospect was, and is, amazing. Twenty-two years 
earlier “ K.J.” had stood outside a Fleet Street sausage shop without a 
penny to pay for the sizzling dainties he espied within. To-day, the 
possessor of a handsome fortune, he is the M.P. for Hornsey. The direct 
off-spring of his confederacy with Alfred Harmsworth was the Dasly 
Mail, and among its indirect consequences was the acquisition, by one 
partner, of the control of The Times. Certainly of the four who shared 
the secret of the option on the Evening News and Post in the far away 
days of 1894, not one had the faintest vision of the consequences which 
were to eventuate from the pending deal. 


The “ Daily Mail” Started 


The actual newspaper experience acquired by means of the Evening 
News soon generated in Alfred Harmsworth an ambition for greater 
things. He had tested his capacity in that field and had found that he 
could win success. But it is characteristic of the man that when he 
and “ K.J.” decided upon a morning daily in addition to their evening 
newspaper they spent weeks of careful preparation. There was inter- 
minable trimming, readjusting, testing and experimenting before they 
finally launched upon the uncertain tide of popular patronage. Finally, 
it was decided to print the first issue on 4th May, 1896. The day was a 
Monday and the whole of Sunday was available for “ making ready.” 
Moreover, it was “ K.J.’s”’ birthday and therefore an auspicious anniver- 
sary. Weeks were spent in preparing and printing dummy numbers 
and then dissecting their shortcomings in the most merciless fashion. 
Finally, early in the May morning, the first issue of the Daty Mat 
went to press, and Kennedy Jones, after twenty hours of unbroken 
labour, walked home to bed. In the afternoon he came back, to find 
Alfred Harmsworth in charge at the office. 

“ How goes it ? ”’ said he. 
“ Orders are still pouring in,” said Harmsworth; “ we have struck 
a gold mine.” 


Enterprise Plus Independence 

Subsequent events have a good deal more than justified that opti- 
mistic summary of the results of the great experiment, then only twelve 
hours old. The Daily Mail cost £13,000 to start, and from the very 
first issue it was obvious that no more capital would be required. To 
set a rival on its feet in 1921 would take £1,000,000 at least, and he would 
be a fairly rash man who attempted the exploit, even with that sum 
in the bank. But there again, right through the career of the Daily 
Mail it has been incessantly adjusted to the needs of the great public 
who read it. It never writes over their heads, while at the same time 
it will never kow-tow to theis failings. It gives them the news in a 
form in which they can understand it, and places the great problems 
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of the day before their eyes in a fashion capable of thorough compre- 
hension. It never hides its light under a bushel. On the contrary, 
it is ever seeking to thrust itself into panoramic conspicuousness by 
encouraging aviation with princely prizes or transforming every shopping 
woman into a bargain hunter on its account. That is the Northclifian 
policy out and out. But let there come a time when, in the opinion of 
Lord Northcliffe, public interest requires that he should create a chasm 
between his own policy and popular sentiment. In that crisis he will 
not hesitate to take his own course, be the pecuniary consequences 
what they may. Doubtless he accepts the Fleet Street axiom that the 
two most difficult things in the world are (a) to establish a newspaper, 
and (b) to kill it subsequently. This sturdiness of demeanour was over 
and over again exemplified during the war, though the events are a 
little too recent for prudent citation in a business magazine. But in 
this independence lies the reply to those who tell us that the absolutely 
commercial conception of journalism is Lord Northcliffe’s contribution 
to his time. And the principle at the back of these tactics, as well as 
the success which has always attended them, may be illustrated from 
an early incident in the history of the Datly Mirror. In that case the 
main actor was “ K.J.”, but his line of action was doubtless adopted in 
collaboration with his distinguished partner. New machines were going 
to be introduced and there was a threat of a strike among the machine- 
men. “ K J.” consented to receive a deputation, who appeared under 
the leadership of an Irishman. After they had stated their case he said, 
in his characteristically blunt fashion— 

“ You may tell your fellows that they can go to hell.” 

“ I thank you, sorr,” said the Irishman; ‘“ you have spoken like a 
gintleman.”’ 

Nothing more was ever heard of that strike, thanks to the trenchant 
fashion in which it had been handled. And whenever, in later years, 
and in a far more important arena, it had been sought by hostile demon- 
strations to deflect Lord Northcliffe’s policy, the interveners have 
invariably been invited to follow the route indicated by “ K.J.” to 
the Irishman—though it is not suggested that the hint has always been 
arranged in language quite so bald. 


Acquisition of “The Times” 


The Tsmes was acquired in circumstances more dramatic than the 
Evening News. Early in 1908 there was a definite announcement that 
a distinguished journalist (now Sir Arthur Pearson) would shortly 
reorganise The Times, and place it in the hands of a new joint stock 
company. But there were some of the small freehold proprietors of the 
great newspaper, inheritors from earlier partners with the first John 
Walter, who took objection to the proposed arrangements. They initiated 
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legal steps to stop the deal. Mr. Kennedy Jones got to know that 
this opposition could be obviated if the dissatisfied proprietors were 
bought right out. A sum of about £365,000 would be required. Whoever 
provided it would step into the control of the great newspaper. “ K.J.” 
at once telegraphed to Lord Northcliffe in Paris that he was coming 
over to see him with a most important proposition. There was a long 
evening talk, at the end of which Lord Northcliffe said he would sleep 
over the question and give “ K.J.” his reply in the morning. He gave 
it in the affirmative sense. Not much time was lost. At the beginning 
of January the original scheme had been mooted; at the end of the 
month Lord Northcliffe had decided to come in; in March his scheme 
was approved by the Court ; and in July he was in the saddle at Printing 
House Square. : 


An Early Survey 
A fairly early list of the Harmsworth group of newspapers, printed 
roughly in the order of their birth or acquisition, stood thus— 


Outing. Pluck Library. 

Private Schoolmaster. Boy's Friend. 
Recreation. Sunday Companion. 
Answers. Comic Home Journal. 
Comic Cuts. Home Chat. 

IHustrated Chips. Sunday Stories. 
Forget-Me-Not. Evening News. 

Funny Wonder. Daily Mail. 

Home Sweet Home. Daily Record (Glasgow). 
Halfpenny Marvel. Southern Daily Marl (Portsmouth). 
Union Jack. 


The whole of this huge range of publications had been launched 
upon successful careers before their founder was 32 years of age. At 
39 he was a baronet, at 40 a peer. The motto chosen for the barony 
was Bene qui sedulo. Sarcastic Latinists rendered it “ Blessed -is the 
busybody,” though “ Happiness and assiduity go together ” is its real 
significance. Baronetcy and peerage, however, were ultra-commercial 
distinctions. Within professional and business limits a success so early 
and so commanding bespeaks not only a brilliance of initiation, but a 
capacity for hard work, and an irrepressible mental buoyancy, such as 
only a handful of men possess. How hard Alfred Harmsworth himself 
worked in those early days none but he will ever know. True, he has 
always possessed the knack (indispensable to the world’s great business 
organisers) of surrounding himself with congenial spirits, full of life and 
hope, capable of undergoing any measure of hardship and making any 
sacrifice in the common cause. In the background, moreover, at the 
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start, were friends who found capital for the primary struggles of the 
embryo business, because they had boundless faith in the ability, courage, 
and doggedness of the youngsters. But when all is said and done, it 
is the Northcliffe grip and the Northcliffe genius that have made the 
huge undertaking what it is to-day. 


A Personal Supremacy 

Other men may dominate a great business or a far-flung group, 
because they hold the majority of the capital, or represent its holders, 
or bear the name of the founder and flourish on the tradition. Such 
men would (at all events, in their candid moments) admit that their 
technical subordinates include colleagues who are their superiors in 
intellect and insight, though they serve loyally in the lower ranks. But, 
whether as Alfred Harmsworth or Lord Northcliffe, the bearer of those 
names has always been head and shoulders above his associates, clever 
though they were. They themselves would be the first to admit it. 
For bright, wide-awake and yet cautious editorship Thomas Marlowe 
(so long at the head of the Datly Mail) has no superior—except Lord 
Northcliffe. In the possession of qualities which constitute a brilliant 
business manager for a big newspaper group, Sir Andrew Caird has no 
rival—except Lord Northcliffe. Among the younger recruits Sir Campbell 
Stuart, the new managing director of The Times, offers an excellent 
example, both of the swift Northclifian recognition of an able man, 
and also of the courage and confidence which placed him, at the age of 
35, in a position so conspicuous and responsible. The present writer 
(who travelled with Sir Campbell both to and from the Imperial Press 
Conference at Ottawa last year) is quite certain that the choice will be 
justified by a display of energy and dexterity that will outshine other 
and older exponents of the same craft—except Lord Northcliffe. Take 
man after man of those who make the driving power of the mighty force 
which centres in Carmelite Street and Printing House Square, and you 
may say of each that nobody could do his work better than he does it 
himselfi—except Lord Northcliffe. He is himself an Efficiency Exhibition, 
and therefore better qualified to organise a great function under that 
name. And among a large staff nothing breeds respect, loyalty and 
enthusiasm more quickly than the knowledge that the “‘ boss ” is where 
he is by right of brain and skill, able at a moment’s notice to take the 
place of any of his staff, and to fill it more effectively than the regular 
incumbent. 


The Man Himself 


So much the experienced observer could infer from a critical glance 
at Lord Northcliffe himself, where he stood, at some press function, 
surrounded by professional colleagues. Without the least inkling of his 
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identity, the observer would mark him as no ordinary man. Big, 
upright, with a fine broad head and a commanding forehead, he is the 
very personification of decision and authority, the one as rapid and 
the other as weighty as unflinching self-confidence can make them. 
One of the best portraits that ever appeared was that in which Punch 
caricatured him when The Times was reduced to a penny in 1914. Lord 
Northcliffe was pictured as the proprietor of a fish shop displaying the 
legend “ Thunder is cheap to-day ” ; and the presentation, even to the 
necktie with the large spots, was perfect. Yet with all his masterfulness, 
there is a personal magnetism and charm that never fail. Like many 
other men in the front ranks, he is distrusted till he is known. When 
once the personal equation enters, he becomes the conqueror. He is 
no sybarite. Not even his worst enemies have ever charged him with 
any of those forms of self-indulgence which sharpen Rumour’s weapon 
when she is in malicious mood. Here, disinterred from among ‘souvenirs 
of the very early days of the war, is the menu of a luncheon at The 
Times office. Only three were there—Lord Northcliffe, a private friend, 
and the present writer—though at the end of the meal Lady Northcliffe 
added the charm of her presence to the party— 
Fried fillets of plaice. 
Anchovy Sauce. 
‘ee 
Boiled Fowl, Parsley Sauce. 


Sprouts. 
* k 


Stewed apples and cream. 
+ * 
* 
Cheese. 
* x 
* 


Pears. 


Not exactly the meal to which a voluptuary would sit down—yet 
withal sufficient, and in its way as unconventional as the soft collar 
and flannel suit in which the host appeared. 


A Patriot Out and Out 


This brief study has been designedly written to picture the personality 
of its subject in rather intimate fashion. Itis a misfortune (nothing less) 
that the great mass of the public, which is so familiar with Lord 
Northcliffe’s name, should know so little of the man himself. Considera- 
tions of health forbid his dining out, and almost entirely prohibit public 
speaking. Consequently there is a tendency to regard him as a mystery- 
man, pulling a multitude of wires from an inaccessible eyrie. For one 
individual who has seen or spoken to Lord Northcliffe there are ten 
thousand who know Mr. Lloyd George by sight and speech. One 
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elaborate attempt at portraiture took the form of Mr. Keble Howard’s 
novel Lord London, in which the hero, Hannibal Quain, is contfessedly 
intended for Lord Northcliffe. But it is a caricature, rather than a serious 
and sympathetic delineation. The story represents a lost opportunity ; 
for the tale of Lord Northcliffe’s career, extending over the most important 
and critical period of Imperial history, might be woven into an absorbing 
romance of politics and journalism. If all that Lord Northcliffe knows, 
and all the knowledge that his friends share, could be incorporated 
in a novel of our own times, the secrets of two decades would be laid 
bare, and the world would stand petrified at the revelation. And, 
let it be said with emphasis, the chief proprietor of The Times is the man 
who would come best out of the ordeal of the limelight. The present 
writer (himself for many years on the “ inside ” of contemporary happen- 
ings) only regrets that he has not the time to attempt the task. But 
whether the veil is lifted in that way, or only by the inexorable hand of 
time and history, it will exhibit Lord Northcliffe as one of the most 
faithful and profitable servants of his day and generation. When genius 
made him a successful journalist, and success brought wealth, he flung 
both genius and money upon the altar of an ardent patriotism, and he 
did it without hesitation and without stint. 





An Industrial Expenment 


By A. 8. Hanpwiok 


A by a belief that industrial unrest is largely caused by 
a feeling of insecurity on the part of the worker, who is naturally 
anxious to secure himself regular employment, a noteworthy experiment 
is being made by Messrs. Rowntree & Co., Ltd., the well-known cocoa 
and chocolate firm. All employees are guaranteed against unemploy- 
ment and under-employment in periods of trade depression. The scheme 
is a practical attempt at industrial maintenance similar to that suggested 
by Sir Allan Smith, and to which Mr. Lloyd George has promised the 
Government’s paternal blessing. It was drawn up by representatives of 
the Works Whitley Council in conference with representatives of the 
Board of Directors, and has been accepted by the Board, who have 
allocated £10,000 in a lump sum, and propose to add 1 per cent. of the 
annual wage bill to keep the sum at least at £50,000. 

To qualify for benefit an employee must have been with the firm at 
least six months, but the full qualifying period is 24 years, after which 
unemployed pay would run for 15 weeks, the shorter period entitling 
the recipient to draw in proportion. Thus anyone discharged at the 
end of one year’s employment would be eligible for six weeks’ pay only, 
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The pay varies according to the needs of the person employed. A single 
man is entitled to 50 per cent. of his average earnings, and a married 
man, with a family of two or more, up to 75 per cent. The benefits are 
not restricted to those discharged, and any day worker who loses more 
than 10 per cent. of his time, owing to short time being necessary, may 
receive from the fund. Piece-workers have to lose 15 per cent. before 
they come under the scheme. 

The Government unemployed donation is to be deducted from any 
payment from the firm, and there is one interesting condition which lays 
down that, to be entitled, the unemployed must be receiving 6s. a week 
from a trade union or society. This is designed to safeguard the trade 
union movement, and to disarm the keenest labour critic who is jealous 
of anything that looks like an attack on trades unions. The scheme is 
to be administered by a committee of the Works Council. All the nine 
members of it must be actively connected with the business, and two 
must be women, and one a representative of the firm’s outdoor staff. 
Every precaution is taken to see that no one is without representation. 

The scheme is naturally an experiment and the firm reserve to 
themselves the right to withdraw it if adequate unemployed legislation 
is introduced. In view of a total lack of actuarial experience of this 
type of insurance, and of the impossibility to foresee industrial conditions, 
they also claim the right to abandon the scheme on giving three months’ 
notice. The experiment will be interesting not only for students of 
industry but also for political and social students. 





Pulverised Coal and Fuel Economy 


Eo in the use of coal is not only imperative from the necessity of 

conserving the nation’s diminishing resources, but infinitely more so from 
the individual point of view on account of the prohibitive cost of coal as a fuel. 
The use of pulverised coal is highly recommended in the course of an article 
appearing in Commerce Monthly, the organ of the National Bank of New York, 
as a means of effecting an important saving in fuel costs. 

The writer declares that experimentation has shown a saving of 20 per cent. 
in heating efficiency, and from 20 to 30 per cent. in consumption, to be possible 
if pulverised coal is used By splitting the coal into numerous particles the contact 
between coal and air is greatly increased. This makes the intimate mixture of 
coal and air very easy, and the finer the coal powder, the more nearly are approached 
the ideal conditions for complete combustion. Among other advantages, including 
the saving of labour in firing, it 1s declared that the time necessary to get up steam 
is reduced by half when pulverised coal is substituted for lumps. 

One other important point brought out is that by pulverisation it is possible 
to utilise poorer classes of fuel, such as anthracite culm. This, when mixed with 
powdered high volatile soft coal, is quite satisfactory. Moreover, pulverised coal 
in the mass is neither explosive nor highly combustible. From 10,000,000 to 
12,000,000 tons were pulverised last year for industrial uses, therefore it is evident 
that users are realising the possibilities of fuel economy in this direction. 
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Overseas trade is vital to England’s prosperity, and Major Pells’s valuable hints on 
the methods by which it may be increased should be carefully studied. 
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How to Handle Overseas Trade 


By Masor E. A. PELIS, R.E., A.M.I.E.E. 


T cultivation and handling of overseas trade is often of a very 
complex character and besides needing a great deal of very specialised 
knowledge, requires considerable acumen and business instinct in those 
who are conducting the sales department, 

There has been recently considerable discussion in various business 
periodicals as to the advisability of manufacturers handling their over- 
seas trade by direct representation in place of the old and well tried 
method of merchants and shippers. This is a question which must always 
be open to debate, as so many factors enter into the equation, and these 
are of such varying values according to the merchandise handled and the 
part of the world, that it is very difficult to lay down any hard and 
fast rule, for circumstances may vary even between different departments 
in one business. 

When considering this side of the Overseas business question therefore 
it is best to leave out of the question what may be good for other people 
and consider only your own merchandise and the countries in which 
it is possible to sell it. What may be a perfectly correct policy for 
the firm across the road who are handling a different merchandise to 
yourselves, may be absolutely wrong for your own particular case. 

Again, it may be most advantageous to have direct representation 
in one part of the world, and yet to do a merchant business in another. 
Whilst it may prove a good thing to work a combination of the two and 
to push your goods by direct representation, and to conduct the actual 
business through reliable shippers and merchants. 

The combined method works very successfully in the East as the 
majority of the merchants and shippers are very old established and 
greatly respected, but are rather apt to expect the business to come 
to them instead of them going after the business. So for this reason 
it is best for a pushful firm, or one just making a bid to get into the market, 
to make aggression along their own lines, this of course after they have 
decided that the market to be attacked can provide sufficient business 
to cover the cost of working it. The firm’s representative should be 
well recommended to the merchants’ agents on the spot so that they 
work well in together. Considering this arrangement from the financial 
side, it is undoubtedly good business to allow the shipper to carry the 
smaller credits of the local dealers with whom he may have had business 
dealings for half a century, whilst the manufacturer has only to bother 
himself about the one account with the merchant’s office at home. 
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Encourage the Specialist 


In handling overseas business, it is a good policy to allow a man to 
specialise; in a large business there may be an Export Dept. which 
will naturally comprise the specialists, but in smaller firms a specialist 
should be encouraged, and it is surprising what a, number of details 
such an one will find necessary to carry through his job with success. 
He should set out to collate and tabulate in a small card index file the 
following data — 


1. Method of packing necessary for different markets. 

2. Minor peculiarities of manufacture required. 

3. Where goods are of varying sizes and of a light character occupying 
considerable space, a carefully arranged schedule of nesting possibilities 
is very useful and will influence buyers when sales are F.O.B. and will 
be money saving when sales are C.I.F. 

4. Customs requirements and tariffs for all parts of the World, so 
that the annoyance and delay of insufficient or ere invoices 
being sent out does not arise. 

5. Any special labelling arrangements for regular overseas customers. 


The cards should be so arranged that any subject and required infor- 
mation can be readily turned up. 

Upon receipt of indents or orders from overseas, the Sales Manager 
would pass them to the Export trade Clerk who will scrutinise them and 
ascertain that— 


1. Special packing requirements are clear. 

2. Special manufacturing instructions all entered. 

3. Plan the nesting arrangements, attaching a card or slip with the 
instructions entered thereon, to the original order. 

4, Make out information slips for the Shipping and Invoice clerks 
giving any special instructions affecting their part of the transaction. 

5. Enter any instructions regarding stamping or labelling the 
merchandise upon the original order. 


Value of a Good Code 


The order is then passed to the typists and dealt with as described 
in the article published in the January issue of BUSINESS ORGANISATION 
AND MANAGEMENT the entries being scrutinised and checked by the 
Export Trade Clerk before being passed to the production department. 

It is often necessary to raise a query as to the exact meaning of some 
part of an order; when this is the case it is the best policy to place the 
order in abeyance pending the reply to your cablegram or letter. This 
brings to our notice a point in favour of direct representation, first that 
these errors are not so likely to happen when the order is booked by the 
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firm’s own representative ; secondly, should such arise, a private code 
can be in use and a correction quickly obtained. However, where there 
is no representative on the spot, it is necessary to exercise great care in 
cabling, and when quantities are in question, a code should be used which 
introduces an automatic check to all figures. The Marconi International 
Code does this in such a manner that it practically makes the inaccurate 
acceptance of a message impossible. 

When the document which is being handled is an indent which has not 
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yet been confirmed by the shippers, it is not passed to the typists for enter- 
ing until the confirming order has been received, but a saving of time can 
be effected by carrying out the scrutiny, and writing the shippers’ office 
informing them that the indent has been received, giving details and 
raising any points which are not clear, the original indent being meanwhile 
placed in an abeyance file. 

The Export Trade Clerk should have sufficient authority over the 
shipping and invoice clerks to enable him to follow his orders through, 
and make sure that all his special instructions are carried out. He 
should also be in close touch with the foreman packer, so that he can 
keep his nesting and packing information up to date, for a good practical 
foreman packer can be of great service in the provision of definite data 
for your nesting file. 
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Fixing Prices for Overseas Markets 
The fixing of overseas prices is a matter which has to be very carefully 
considered, and in a business of magnitude s hould receive the attention 
of the directors, as with varying tariffs and other such factors it is possible 
to sell at a loss in one market, the consequent. turnover being so great 
as to enable the manufacturer to compete very profitably i in some other 
market, more than covering the loss with a good margin of profit, the 
said market if manufactured for alone not being a paying proposition. 
Letters and reports from overseas representatives would be dealt 
with by the Sales Manager, but it would be advantageous to have them 
passed on to the Export Trade Clerk to extract any useful information 
for his card index of information. Anoth 








er use for this file would be when 
considering the question of overseas publicity, for valuable information 
can be extracted which will save much abortive effort. 

The complexities of overseas business are numerous, and it is only 
by the noting down of information as it comes along that will enable 
the carrying on of a really successful business, for gigantic and infallible 
memories are very scarce in this world, and the card index of information 
will prove worth its weight in gold many times over. 








‘How to Revive Business 
Reduced Costs—-Lower Profits 


e [HE RE are two objects to be attained before healthy business can be resumed. 
A They are both simple and both difficult. A purchaser at home must Be 
able to buy what he desires or needs at a price within the possibility of his depleted 
income, 

How is'this to be reached ? First by leaving the purchaser more of his income 
than is the case under our present scale of taxation, and secondly by an all-round 
reduction in prices. 

Profits will have to be cut down to the bone, perhaps for a time disappear 
altogether, in order that concerns may be kept going. But this can be only a 
temporary alleviation and at the most will not make a revolutionary change: in 
prices. 

_. There must be an all-round reduction in costs as well as in profits. em he Hea. 
Walter Runcima n ( formerly President of the Board of Trade in the “1 eekly Ga : 
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In this striking article, which will be widely discussed, the Post Office submit a 
reasoned defence of their policy to the judgment of the business man. 


The Post Office and the Telephones 


A Defence of the Department’s Policy 
Specially Contriinded from Official Sources 


T remarkable press campaign which has followed the announce- 
ment that the Postmaster-General has adopted the revised scale of 
telephone charges recently agreed to by a Select Committee of the 
House of Commons is in striking contrast to the equanimity with which 
the report of the Departmental Committee, which framed these charges, 
was received on its publication in June of last year. Most newspapers 
then published a full announcement of the new rates proposed, but the 
comments made were rather of an explanatory than an antagonistic 
nature. It is no secret that the administrators of the Post Office antici- 
pated a good deal of public opposition to the proposals on their first 
announcement, and are surprised that the storm has only burst, in 
unexampled fury, after these proposals have received the approval 
of a Parliamentary Committee appointed for the very purpose of assuring 
the public that the increased charges had not been arbitrarily imposed, 
but had been carefully and reasonably framed to meet the financial 
needs of the situation. 


The Attitude of the Press 


One cannot but sympathise with the harassed citizen who, after 
finding his expenses of all kinds soaring to the skies, looks upon the long 
deferred increase in the cost of his telephone as “‘ the last straw.” With 
the manner in which the subject has been treated by the Press one has 
less sympathy. It has been unreal, and it has been strongly swayed by 
ulterior motives. Plentiful space has been provided for the wildest 
exaggeration and the most obvious misrepresentation on the one side, 
while the few statements that have been made in defence of the Post 
Office have been very generally garbled or refused publication. It is 
easy to see that the supposed deficiencies of a Government Department, 
engaged in conducting a great national business, have been seized upon 
as a weapon by means of which the whole principle of the nationalisation 
of industry may be resisted. It is quite possible, however, to hold that 
support of a nationalised telephone system does not commit one to any 
general support of nationalisation as a theory. The telephone system 
naturally links itself with the other systems concerned in the transmission 
of intelligence—the telegraph system and the postal system. Al three 
services have, in common, the feature that they must from their very 
nature be under a general co-ordinated control in order to reach maximum 
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efficiency. They are natural, nation-wide monopolies and, as such, 
they have a particular claim to be looked upon and conducted as a 
national property. 

Discussion of the telephone charges has, to a great extent, centred 
itself around the question of the efficiency, or inefficiency, with which 
the Post Office is carrying on the business. But let us leave this important 
question aside for a moment, for the very cogent reason that even if it 
were proved that the telephone system. requires complete reorganisation 
and can only be made efficient by handing it over to a commercial com- 
pany it is manifestly impossible that such a company could carry out 
such a reorganisation, and make it effective, at once. For the next-few 
years, therefore, the service must either be carried on by means of a 
national subsidy or the necessary additional revenue must be raised 
by increasing the charges paid by its subscribers. 


The Case for an Increase in Rates 

The policy of the Government is that the telephone system should 
be self supporting ; it should not be looked upon as a regular source of 
profit, contributing to the public revenue, neither should it be a financial 
burden upon the general tax-payer. Up to the time of the War it ful- 
filled these conditions. After meeting all charges, direct and indirect, 
and paying the standard rate of interest on the capital sunk in the under- 
taking, it contributed to the exchequer a small annual balance, in the 
nature of a margin of safety. Revenue and expenditure were practically 
in equilibrium. It is obvious that this equilibrium has been rudely upset 
by the great increase in costs of all kinds that has followed the War, 
and it should be common ground that a substantial increase in the pay- 
ment made for the service is necessary to restore the balance. ` Corre- 
sponding increases are being, or have been, made by telephone admin- 
istrations all over the world. In many cases the proportion of increase 
is much higher than has been found necessary in this country. In some 
other countries, such as America, where for various reasons the effective 
purchasing power of money has not depreciated to the same extent as 
in Great Britain, a smaller proportionate increase has sufficed. 


Method of Revision 

The Postmaster-General, in agreement with the Government, 
deliberately abstained from proposing that an increase in telephone rates 
should closely follow the termination of hostilities. It was felt that 
those engaged in the reconstruction of business of all kinds had great 
financial difficulties to face and that, in the exceptional circumstances, 
the Exchequer might properly be called upon to bear some temporary 
loss in connection with the public telephone service. The revision now 
announced has been the subject of investigation in great detail by a 
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Departmental Committee of accounting, engineering, and commercial 
telephone experts, and, as already mentioned, the conclusions of this 
committee were concurred in, after careful consideration, by a Select 
Committee of the House of Commons, representing all political parties, 
and with full powers to call evidence from all quarters. On no previous 
occasion have proposals in connection with telephone charges been 
submitted to the House of Commons or to any outside authority. The 
National Telephone Company and the other private companies in whose 
hands the telephone business of this country has at various times been 
placed, altered the rates at their pleasure. In many matters of much 
greater financial moment the public has to submit to the dictation of 
purely private interests. We are only too well accustomed to the idea 
that a few individuals may meet together in secret and settle, largely 
from the standpoint of their own personal profit, what the public shall - 
pay for its wheat or its beef, or what industry shall pay for its steel or 
its copper, or cotton, or oil. Such operations are quietly approved in 
many quarters from which much bitter outcry on the subject of telephone 
rates is now proceeding. In view of the exceptional care which has, on 
this occasion, been taken to safeguard the telephone-using public from 
any arbitrary or irresponsible action, much of this outcry can only be 
classed as artificial or void of perspective. 


Amount of Average Increase 

The new rates would bring in a revenue about 67 per cent. higher 
than that produced, for the same amount of service, by the existing rates, 
which already include an increase of about 8 per cent. made during the 
War. Compared with the strictly pre-war rates the total increase is, 
therefore, about 80 per cent. The Post Office anticipates that this 
increase will lead to a reduction of traffic, without appreciable incon- 
venience to subscribers, which will probably reduce the theoretical 
revenue to an actual figure about 57 per cent. in excess of the revenue 
at the old rates. These figures represent the average increases in the 
charges made to subscribers. Their accuracy can be demonstrated and 
they are not invalidated by the production of selected cases in which 
the proportionate increase is much greater. The overall percentages 
compare favourably with the increases experienced generally in industry 
and business of all kinds since the War. The calculations on which they 
are based make full allowance for the fact that the pre-war portion of 
the telephone plant was built and installed at prices much lower than 
those now ruling. No attempt has been made to set up, at the cost 
of existing subscribers, a depreciation account which would be adequate 
to replace the pre-war plant at the present level of costs, when it becomes 
due for renewal, as it is hoped that present high prices will not be 
permanent. 
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Anomalies of Existing Tariffs 


The Post Office has tnhertted a system of tariffs which is full of in- 
equalities and which, but for the War, it would have attempted to simplify 
and remodel at an earlier date. The existing diverse charges have been 
built up, largely'as matters of expediency, during the chequered career 
of telephone services in this country, which has resulted from the want 
of a settled policy on the part of successive Governments. In the early 
days of telephony many private companies were licensed to carry on the 
business. Ultimately these fused into one company, working under a 
licence limited as regards time, and interfered with, in its later years, 
by competing systems set up in various municipalities and in the Post 
Office itself. It was only two years before the War that the whole control 
was vested in the Post Office and the way was made clear for the shaping 
of a truly national system on uniform lines, a work which can only be 
carried out by several years of well planned and consistently directed 
effort. There is, therefore, great present disparity between the cost of 
providing the service and the charges made for it in different places and 
to different groups of subscribers. For example, some subscribers are 
making calls at a cost of less than one-eighth of a penny each, while others 
are charged 1d. per call; the cost, to the Post Office, of providing the 
service being exactly the same, per call, in each case. Similarly, there 
are many trunk circuits of only three or four miles in length, providing. 
connection between adjacent local areas set up in the days of the National 
Telephone Company, for which a charge of 5d. (4d. trunk plus 1d. local) 
is now made, while in other cases communication over local junction 
circuits, twelve or fifteen miles in length, within these areas is provided 
at a cost of 1d. or 2d. per call. Such conditions call urgently for reform. 


Main Alterations in Principle 
(1) ABOLITION OF THE “ FLAT RATE” 


The flat rate is a single inclusive annual payment which covers the 
whole of the local telephone service required by a subscriber, t.e., it 
includes the installation and maintenance of his telephone line and 
instrument, and the operating and connecting of all calls which he 
originates. Only about 20 per cent. of Post Office telephone subscribers 
are at present paying flat rates. This rate is a survival from the early 
days of telephony, and its apparent simplicity has made it fairly popular 
among business men who have not had occasion to study its results or 
to considerits equity. Its abolition is hotly opposed by certain subscribers 
who are large users of the system, and, in view of this, it is necessary to 
state emphatically that under present-day conditions the flat rate 
violates the first principles of commercial equity. The clientele of the 
telephone system still includes great numbers of subscribers who do not use 

588 





The Post Office and the Telephones 


their telephones to anything like the maximum possible extent, and the 
extension of the service among such small users is one of the main objects 
of all telephone administrations. Under the flat rate the same payment 
is exacted from all users, independent of the amount of service rendered 
to them, with the inevitable result that the largest users obtain a great 
deal more service than they pay for, while the smaller users are charged 
for more service than they receive. Even among flat rate users themselves 
the amount of service taken varies enormously ; the average for the whole 
country is 3,000 calls per annum, but some subscribers, who receive few 
incoming calls and whose places of business are open for many hours each 
day, are now making calls at the rate of 35,000 or more per line per 
annum. It is clearly impossible to establish a flat rate tariff to cover 
such cases as these, in which the cost to the Post Office, of giving the 
service, may exceed £250 per line per annum. The movement against 
the flat rate, on the part of telephone administrations, has been world 
wide, and has been specially directed towards its abolition in large 
business communities; in this respect Great Britain has lagged behind 
the leading cities of America, where it was abolished several years ago. 
A great volume of testimony in support of the action now taken by the 
Post Office could be produced, and the false analogies frequently cited 
in support of the principle of the flat rate could easily be exposed, but 
it will be sufficient to quote here a recent summing-up of the subject 
by one of the leading telephone authorities in America who states that, 
“ wherever and whenever the matter has been carefully and intelligently 
considered the flat rate has been condemned.” 


(2) ABOLITION OF THE “ MEASURED RATE” 


The term “ measured rate,” as here used, means a fixed minimum 
charge for the provision of the telephone, together with the nght to 
originate a specified number of calls, and the sale, in advance, of addi- 
tional calls in blocks, at a rate decreasing as the number of calls con- 
tracted for increases. This type of tariff was originally devised to remedy 
the manifest inequalities of the flat rate but its success, from that point 
of view, is only partial. The development of the technical art of tele- 
phony has introduced devices, and traffic handling methods, which make 
it possible to deal with all calls of similar character at a uniform speed, 
and in a uniform manner. It costs no more to handle an occasional 
call, from a small user, than it does to handle a call from a busy user 
whose line is heavily loaded with traffic. Actually the expense involved 
per call is liable to be greater in the case of the large user for two reasons : 
first, because the more continuous engagement of his line leads toa 
higher proportion of failures of incoming calls for his number, with 
consequent loss of revenue; and, secondly, because large users are generally 
business men whose calls are concentrated in the business hours of the 
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day and go to swell the “ peak load ” which is one of the main elements 
of expense in an exchange system. These considerations more than 
balance the slight economies in accounting, etc., introduced by dealing 
with large numbers of calls made by one subscriber. 

Since, therefore, it costs just as much to deal with a call from a large 
user as from a small user, and since the charge per call is, in the Post 
Office system, the actual cost of the call, without any addition for profit, 
it follows that the usual business principle of making “a reduction on 
taking a quantity ” is not applicable, and a sliding scale of message fees 
favouring large users would have no valid justification. 


(3) ADOPTION OF THE “ MESSAGE RATE ” 


By the term “ message rate ” is meant a uniform charge per originated 
call applying to all subscribers alike, and independent of any counsidera- 
tion of the total number of calls which each originates. It will have been 
gathered, from what has been said above, that this is considered to be 
the only system which can be equitably applied to the conditions in which 
the Post Office is carrying on the telephone business. 

The main charges fall into three portions— 

(a) The Installation Rental—covering the provision and maintenance 
of a subscriber’s line and apparatus. The sum charged annually is 
calculated to recoup the cost of supplying, maintaining, and when 
necessary renewing, the telephone instrument, the line to the exchange, 
and the small portion of the exchange equipment required for the con- 
nection of the line. In order to lighten the cost as much as possible to 
the small user, whether in business premises or residences, the addition 
usually made in order to guarantee payment for a certain minimum 
number of calls, whether made or not, has been omitted. Payment of 
message fees (see under b) will only be required in respect of calls actually 
made, however small their number may be. 

(b) The. local message fee—14d. for each originated call. This covers 
the cost of operating, and the cost of providing and maintaining all the 
switching plant at the exchange, and the junction circuits and equipment 
required for intercommunication with subscribers connected to other 
exchanges in the area covered by the local fee. 

(c) Trunk fees—based upon mileage beyond the radius of local inter- 
communication. These fees cover the cost of the lines, exchanges, and 
operators proper to the trunk system, and are charged additionally 


- to the local fee for each call. 


It should perhaps be mentioned that the shorter trunk circuits are 
operated in exactly the same manner as local area calls. It is only in 
the case of “ long-distance ” calls that a subscriber is requested, after 
making a call, to hang up his receiver and wait until the operator informs 
him that the trunk is at his disposal. 
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(4) MILEAGE BASIS OF CHARGE 


Before the year 1912, when the local telephone systems of the country 
were transferred from the National Telephone Co. to the Post Office, 
it was necessary to have a system of local areas, within which the National 
Telephone Co. operated, and to limit the function of the Post Office 
trunk system to the provision of communication between exchanges 
in different areas. This, as already mentioned, necessarily led to con- 
siderable inequalities of charge, as many inter-area circuits, for which 
trunk fees were charged, were much shorter than some of the local 
junction circuits within the areas. The remedy of this anomaly was put 
in hand shortly after the transfer, but had to be suspended on account 
of the War. It has now been embodied in the new system of rates and 
all communications will be charged for on the simple mileage basis given 
in the schedule of charges. The local fee (1$d.) will cover all calls within 
a radius of 5 miles from the exchange, and in London the range of local 
fee communication will be further extended to give all exchanges, within 
10 miles of the centre, local fee communication with the whole central 
area of the city. In Glasgow, Manchester, Liverpool, and Birmingham 
a corresponding extension will be granted to all subscribers within 7 
miles of the centre. For these extended facilities an additional charge 
is made of {1 per annum in London, and 10s. per annum in the other 
cities mentioned. 


Counting the Calls 

The favourite journalistic statement that a “ horde of new officials ” 
will be required to enumerate the calls made by former flat rate subscribers 
is based upon complete misapprehension. More than 80 per cent. of 
existing subscribers already pay in accordance with the number of calls 
they make. The electrical meters used for the purpose already exist 
on all the lines at large exchanges, and as a matter of fact the calls made 
by flat rate subscribers are already counted in just the same way as the 
others. The operation, which consists in the mere pressing of a button 
at a certain stage in the connection, is so simple that it is more economical 
to make the operator follow the same routine for all calls than to ask 
her to discriminate in the treatment of connections asked for by different 
classes of subscribers. The cost of regularly reading the meters and 
rendering accounts on the basis of calls to subscribers now on the flat 
rate will be insignificant in comparison with the additional revenue 
derived from the equitable system of charging for the service given. 

The statement that these subscribers will themselves be involved 
in great expense in making a counter check is also fallacious. Very few 
subscribers who now pay according to their calls take the trouble to do so. 
They trust in the accuracy of the record made at the exchange, and the 
Post Office is always ready to show them the details of the whole operation 
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and to demonstrate the efficiency of its arrangements for enumeration. 
When one bears in mind the abundant opportunities which generally 
exist for the use of a telephone outside the knowledge of the responsible 
- subscriber, the number of complaints or disputes is remarkably small. 


Consideration of the Small User 

It is not easy to speak of the “ encouragement of the small user ” 
at a time when the costs of all kinds of services are at their present level, 
but it can at least be said that the Post Office fully realises that the future 
development of the telephone service is largely dependent upon the 
attraction of new subscribers whose initial use will be small, and that 
it has taken every possible step to reduce the payment by such 
subscribers toa minimum. The frequent statement that the Post Office 
has shown a callous disregard of the future of the telephones, by setting 
up a scale of charges prohibitive to small users, is quite devoid of 
foundation. The new tariff will help small users— 

(1) By making the large user pay the fair charge for the service he 
obtains, thus enabling the small user to be served at cost price. 

(2) By abolishing the minimum charge for calls, whether used or not. 
The Post Office is taking considerable business risk in this connection, 
but it trusts that sufficient calls will be made to cover the heavy cost of 
switching plant which has to be installed in readiness for service, and 
which the payments received as message fees have to cover. 

(3) By the system of quarterly instead of annual advance payments, 
which will reduce the initial outlay and spread the charge more evenly 
over the year. 


The Fallacy of Extreme Cases 

The great anomalies in the existing rates make it particularly easy 
to make a public parade of selected cases in which the proportion of in- 
crease is far in excess of the averages already quoted. It is obvious from 
what has been said above that the cases frequently cited to show increases 
of 300 or 400 per cent. are perfectly genuine. A subscriber who goes 
on making 30,000 calls per annum on one line will in future have to pay 
about £187 a year, which is more than nine times the present London 
flat rate tariff of £20. But the meaning of this is simply that such an 
individual, after the first 2,000 calls, is now getting the whole of his service 
free, or, more correctly, he is getting it at the cost of his fellow subscribers 
and the general taxpayer. 

Equally misleading and extravagant cases could be quoted on the 
other side. For example, a subscriber at Edgware at present pays 5d. 
to ring up Central London or even to ring up the adjacent localities of 
Harrow or Finchley, and vice versa; a subscriber in Glasgow pays 5d. 
to ring up Paisley, and a subscriber in Manchester pays 5d. to ring up 
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Oldham or Ashton-under-Lyne. All these charges will in future be 14d. 
The subscribers on no less than 30 exchanges outside the London County 
Council boundary, who now pay a fee of 2d. per call for all communica- 
tions outside their own exchanges, will in future be charged only 14d. 
for all calls to exchanges in Central London (10 miles diameter) as well 
as for calls to all exchanges within 5 miles of their own. It would be 
equally reasonable to attack the Post Office because, at a time when 
revenue is deficient, it is wasting money by making these reductions ! 


The Suggestion of an Equal Over-all Increase 


Large users are pressing upon the Postmaster-General the alternative 
of raising the necessary additional revenue by making a uniform percentage 
increase on all the present charges. Such a course would enable these 
large users to continue to receive service at the cost of other people who 
would pay more than their fair share. It will be recognised from what 
has already been said about the inequality of the present charges that 
such a course is impracticable. It would indeed be utterly unprincipled. 
It was perfectly obvious to the Post Office that, before the large additions 
necessary could be made to the rates, it was essential that their basis 
should first be made equitable as between one part of its clientele and 
another. Now that an equitable adjustment has been framed it will be 
easy and convenient to deal with future changes of tariff by a general 
percentage adjustment. Let us hope that the future trend of costs will 
permit such adjustments to be in the downward direction | 


Reduction of Expense by Development 


An argument frequently encountered is that the Post Office should 
seek its additional revenue by development of the system and not by 
raising its charges. This argument is brought forward by business men 
who are applying the common principles of their own business to a busi- 
ness of quite a different character, the governing conditions of which 
they do not understand. Development which is of the nature of technical 
progress is, of course, a factor which has in the past operated powerfully 
in reducing the cost of telephone service, and which will certainly 
continue to operate in the future. But the kind of development 
represented by mere increase in the number of subscribers does not reduce 
the cost per line or per call. It brings in certain economies which are 
always a feature of extended business and of mass production, but the 
savings introduced in this way are neutralised by the increased technical 
complexity of the switching plant and of the operating arrangements 
required to provide intercommunication among a large number of 
subscribers. The technical features of the service which bring about 
this result are too complex for description in a short general article, but 
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the fact is demonstrated by the experience of all telephone administra- 
tions. For example, the accounts published by the late National Tele- 
phone Co. show that the expense per telephone station remained practically 
constant through years which witnessed great expansion of the system. 
Another fact which the public can readily verify for itself is that in all 
countries telephone rates have hitherto been higher in large cities, where 
the number of subscribers is great, than those charged in less populous 
towns and rural areas where the amount of development is smaller. 


The Inference of Inefficiency 


Space does not permit this question to be dealt with here. Much 
might be written to explain the task of the Post Office when a congested 
and largely obsolescent telephone system was placed in its hands in 1912; 
the steps taken to reconstruct and extend it ; the inadequacy of the time 
between the transfer and the outbreak of war; the part taken by the 
Post Office staff in the War and its effect upon the telephone system ; 
the extreme difficulties and delays associated with post-war reconstruction 
from which the Post Office, and the contractors upon whom it depends 
for the supply of relief plant, suffer in common with the general industry 
of the nation; the improvements effected since the early days of the 
Armistice ; and the comprehensive and scientifically sound plans upon 
which the future development of the telephone system has been mapped 
out, dnd is being energetically pressed forward. It could be shown that 
the proposed increases in rates compare favourably with those which 
other administrations abroad are being forced to adopt, and compare 
favourably with the great increase in expenses of all kinds which has 
fallen upon the telephone organisation. It can fairly be claimed that 
there is no evidence in all this of inefficiency and that on the contrary 
the Post Office staff represents an exceedingly efficient body of public 
servants who work much harder and more disinterestedly for the common 
good than do most of their critics and detractors. It may be that the 
mind of the public has been so far abused upon this subject that it can 
only be reassured by the appointment of a Royal Commission to investi- 
gate the whole conduct of the business. The Post Office telephone 
department would warmly welcome such an opportunity of submitting © 
itself to fair and intelligent investigation, with the one reservation that 
much time and energy would thereby be deflected from its present and 
pressing labours in the work of reconstruction and progress. 








Are you getting the best out of your Staff? Study the Great Western way. Make a 
brain-pool in your business. 





The Brains of the Staff 


By H. O. STAFFORD Coors, F.0.LS. 


The Use of the ‘ Suggestion Box” in the Office 


and Works 


T interesting fact, recently recorded in a portion of the press, 
that a proposal for the contemplated Severn Barrage was placed 
before the Great Western Railway Company in 1919 by one of the 
employees of the Company, prompts the question whether sufficient 
use is made in this country of what is in many parts of America an 
established institution, f.e., the “ suggestion box.” 

From the brief survey published in the Times a few weeks back, it 
appears that the G.W.R. set up a Suggestions Committee some years 
ago, with the object of inviting the co-operation of all their employees 
in promoting the progress and development of their undertaking. 

The basis of the scheme is as follows— 


(a) All grades of workers are invited to assist the management by 
putting forward practical suggestions as to the organisation, conduct, 
and operation of the railway and its business ; 


(6) A gratuity, varying according to the importance and value of the 
idea submitted, is awarded in all cases where the suggestion put forward 
is considered worthy of adoption, the Company having the right to 
make use of the suggestion offered in any manner they may think fit ; 

(c) Lists of gratuities awarded are published in the Great Western 
Railway Magazine, and a note made in the service record óf each recipient ; 

(d) All inventions submitted are examined by the Suggestions 
Committee, in conjunction with the chief officer of the department 
concerned ; 

(e) Impartial adjudication of all suggestions is ensured by withholding 
from the Committee the authors’ identity ; 

(f) If any appliance appears to be worth patenting, the Company 
assists the employee in obtaining letters patent ; but in return for this, 
the patentee has to execute a licence giving the Company the right to 
manufacture and use the invention for their own purposes, free of royalties 
and fees. But the employee has the right to dispose of his invention 
after having executed such licence. 


Highly Satisfactory Results 
The scheme was successful from its inception, and during the five 
years ending the 3lst March, 1920, no fewer than 5,790 suggestions were 
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received, the percentage of these recommended for adoption varying 
between 12-50 and 16°25 per cent. during those years. 

On the face of it the percentage figures may appear somewhat small, 
but when it is considered that many of those employees who submitted 
suggestions naturally could not have been in a position to appreciate 
more than a few aspects of the matters involved, and that the suggestions 
emanating from one individual will often be subject to many new lights 
being thrown upon them when viewed by an impartial body of persons, 
the figures may be considered highly satisfactory ; added to which, of 
course, is the very important point that unless every encouragement is 
given for suggestions to be put forward, there is always the possibility 
of a really far-reaching idea being lost to the particular undertaking, as 
well as perhaps to the community. 


Stereotyped Deparimental Methods 

There is but little doubt that departments—and this applies par- 
ticularly in large undertakings—do tend, under ordinary conditions, 
to become stereotyped in their methods ; departmental heads being apt 
to believe that they have devised the best possible system available for 
their particular work ; and, ostrich like, often excluding the possibility 
of anyone being able to suggest improved means of carrying out the work. 
Moreover, at the present day, the demands made upon the time and energy 
of departmental heads are often such that they cannot be expected to 
have that intimate knowledge of detail which the actual workers of the 
department possess, and the latter will, therefore, often be in the best 
position to make suggestions of value. On the other hand, the fact that 
the various proposals submitted have to undergo full consideration by 
a Suggestions Committee, in conjunction with the chief officer of the 
department concerned, ensures that credit for the suggestions is allocated 
to its proper quarter, and not, as it is feared is often enough the case, 
given to the chief officer virtute ofici. 

The offer of gratuities to be paid for any suggestions which are 
recommended for adoption does undoubtedly act as a stimulus to em- 
ployees to be constantly alert to the possibilities of new ideas ; and while. 
the highest efficiency is ensured by the added interest which employees 
will thus take in their work, the relations between the latter and their 
employers as well cannot fail to be improved. 

Concealment of the identity of the author of any suggestion is, of 
course, a necessity, because, however loth one may be to believe it, if 
this precaution were not taken, cases would arise where, owing perhaps 
to some former indiscretion on the part of the individual submitting 
the suggestion, or the low grade to which he belonged, his suggestion 
might be discounted, and an impartial consideration of the matter 
involved thus precluded. 
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The Screen Salesman has arrived—vwiiness this arresting article, which tells British 
Manufacturers how to use film advertising in the export trade. 





The Screen Salesman 


The Cinema as a Means of Advertising 


By Atan Bort (“ Contact ’’) 


AS Englishman on an Atlantic:liner is seldom anxious to discuss 
his personal affairs with chance-met passengers. But if the stranger 
in your state-room happens to be an American, by the third day at sea 
you will probably know all about his age, travels, golf handicap, youngest 
daughter, house on Long Island, and last year’s balance sheet. 

So it was, a few months ago, that within three hours of leaving New 
York harbour a man in the lower berth had told me of his connection 
with a famous firm that manufactures agricultural machinery. In my 
turn, I mentioned that, among other things, I had been writing film stories. 

“ If you don’t know him already,” he then said, “‘ you'll be interested 
to meet the screen salesman.” 

From underneath his berth he produced a flat box not much bigger 
than a suit-case. It contained a portable projector, about the size of 
a large magic-lantern. 


A Typical Demonstration 

A few evenings later he borrowed a square of white canvas, and in a 
corner of the dining saloon I saw the Screen Salesman in action. The 
projector was placed on an ordinary table, the room was darkened, and 
within ten minutes animated pictures were emphasising the claim that 
a certain reaper and binder was the best in the world. 

A very few scenes depicting its manufacture were given; but above 
all the film showed, impressively and convincingly, the machine at work 
in the fields dealing with all sorts of crops under all sorts of conditions. 
I know very little about agriculture, but had I been a farmer I should 
-most certainly have asked the man in the lower berth to tell me where 
I could examine one of his reapers and binders, and what was the purchase 
price. 

It was part of the American’s mission to arrange for the showing of 
this picture, with another that demonstrated the excellence of his firm’s 
newest harvester, in Germany, Scandinavia, the Baltic States and (or so 
I surmised) in Russia. The various copies contained titles—short, but 
efficiently explanatory—in the language of the country concerned. Each 
agent could project his positive print on to an improvised screen in his 
own office, or could take the portable projector to the house of any 
prospective client. 
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“In the near future,” prophesied my American, “ this thing will be 
a necessary part of the kit carried around by every drummer in foreign 
countries.” 

Having investigated past performances and future possibilities of 
advertising films, I am inclined to agree with him. 


American Film Advertising 

Moving pictures are measured by the foot, one reel being equivalent 
to about 1,000 feet ; and last year millions of feet of sales films from the 
United States were exhibited before millions of people in foreign countries 
—principally in the South American Republics. 

And the result? Well this can be deduced broadly from the fact 
that this year American manufacturers, with the support of the Bureau 
of Information in Washington and of U.S. Consuls everywhere, intend to 
treble their earlier output of cinema propaganda. In Germany the 
Government, despite its protestations to the Allied Reparations Com- 
missions of semi-bankruptcy, has set aside large sums to be devoted to 
film advertising in foreign markets. 

As in the case of the entertainment films, to which the cinema is 
mainly devoted, Britain has not yet produced trade films in anything 
like the vast quantity or (with a very few exceptions) of anything like 
the high quality, of those prepared in America. Perhaps this is as well, 
for infant prodigies are apt to acquire stereotyped immaturities which 
hamper their proper development when they grow older. 

In other words, most of the American advertising films are contrived 
according to certain definite formulae including some of which the value 
is very doubtful. In particular the “ trick ” element—entertaining but 
unconvincing—is too pronounced. It should be our purpose to learn 
all we can from such productions while disregarding their more dubious 
features. 


Sales Films and Industrial Films 

I wish to make it clear at the outset that sales films must be regarded 
as quite distinct from industrial films. Many excellent examples of the 
latter have been produced in Great Britain, especially those designed 
to promote output. Boyd Cable and others who during the war helped 
to speed up our munitions supply by making trips home from the front 
and delivering stimulating talks in the factories have testified to the 
enthusiasm and interest imparted to workmen by pictures that demon- 
strated how vitally important were their own efforts. The same methods 
might be applied with advantage to peace-time production. 

But it is with the sales films that the cinema can best help British 
trade and British industry. And if their work is to be successful, the 
producers must scrap nearly all their earlier efforts and most of their 
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pre-conceived notions, and must learn all they can from advertising 
experts. Trick pictures and unoriginal pictures are alike rather worse 
than useless: and so far less than half a dozen British sales films have 
attained the golden mean between these extremes. 





CAPT. ALAN BOTT, M.C., R.A.F. 


Trade Cinema Supplementary to Ordinary Advertising 


In the first place it must be recognised that at present the ordinary 
cinema theatres do not offer much scope for advertisement. It is possible 
to show advertising films in some of the smaller theatres of the provinces ; 
but these must necessarily be of the ‘ stunt ” variety, for the general 
public pays its money to be entertained and objects to anything that 
does not entertain it. When such a picture is on view the article con- 
cerned should likewise be displayed in the local press; for as regards 
home markets, the trade cinema must be supplementary to, and not a 
competitor of, the advertising columns of newspapers and periodicals. 

For the rest, a few great firms, such as Messrs. Vickers, Ltd., possess 
a library of semi-technical films, which are sometimes shown in their 
head offices. Mostly these productions are designed to impress interested 
persons with the excellence of their works equipment. The firms in 
question are now beginning to realise that far better results can be 
obtained from pictures that emphasise the good points of the finished 
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; imaginative ideas and convincing methods, will doubtless be on view at j 


all the important industrial exhibitions of the future. 


True Sphere of the Trade Cinema 

Foreign markets, however, are the real sphere of the screen salesman, 
as America has- already discovered. In them the possibilities of the 
trade cinema are illimitable.. For all cases in which it is impossible to — 
carry out a costly advertising campaign in newspapers and hoardings, 
the film is better able to attract foreign customers than any other medium 
of advertising. Certainly it can demonstrate action more effectively than 
either the written or the spoken word. 

Further, its language—the language of movement—is universal, so 
that a film prepared in England can be readily understood all over the 
world if only the titles are translated. In a sales picture of 500 feet, 
appearing on the screen for about five minutes, the titles and the sub- 
titles comprise less than 80 feet. The cost of printing a complete positive 
copy from the original negative with the titling transposed into any 
foreign language would be less than £7. 


The Best Type of Sales Picture ” 


But what, you may ask, is the best type of sales picture for overseas 
markets? You may have seen earlier, unimaginative examples, embody- 
ing panoramic views of the works from outside and inside, and a close-up 
view of the handsome works manager with a gold watch chain. If so, 
you must have realised that these are no more likely to sell your goods 
than would a cinema reproduction of your employees at a beanfeast. 

The ingredients of a good trade film must include the art of 
salesmanship and the science of advertising. 

-Ican best answer the question by means of an example. Last autumn 
=- I was:asked by the Exhibitions branch of the Overseas Trade Department 
to collaborate with a well-known film expert in the production of a 


ce ee picture. It was to be shown at the Royal Automobile Club 


before representatives of the motor industry, as a specimen of the films 

which the Board of Trade wanted to exhibit in the Dominions oug 

Ex hibition of 1921. | 
“First,” said the producer when I called on him, ‘ " we must get 


= inside the brain-box of the men whom we want to convince.’ 








~ Now the car lent to us was a new 40-50 h.p. 6-cylinder model of: a 
well-known type, which for the purposes of this article I will call the 
_ “British”? car. It is not quite as expensive as the Rolls-Royce, but. 
the workmanship i is first-class in every respect. Our quarry, therefore, 
= was the wealthy owner who presumably employs a chauffeur, a who 
-sometimes wants to drive the car himself, as does Mrs. Owner. | Bays 
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We decided that the relative values on which he would want to be 
reassured were as follows— 
1. Reliability and good workmanship ; 
2. Performances over every kind of road ; 
3. Convenience and comfort ; 
4. Special advantages. 

To hold his interest, we had to spice our demonstrations with spec- 
tacular ideas, and the picture was to finish with a slogan that would 
remain in the memory of all who saw it. 

First, as a spectacular means of attracting the audiences’ interest, 
we opened the picture with the car being driven through the arched gate- 
way of a picturesque old inn. Then followed, with a concise running 
commentary of titling, a few scenes in the workshops—laboratory tests 
of a high-grade steel which resisted a pull equal to 50 tons per square inch 
before it broke; the exact grinding of delicate parts of the engine ; the 
general excellence of the completed chassis. The firm in question made 
aero engines throughout the war, and afterwards embodied the experience 
so gained in their 40-50 h.p. road engine, part of which is of aluminium 
alloy. This was demonstrated on the screen by a machine, and by 
means of a moving diagram we showed how the innovation involved 
less weight per h.p., reduced petrol consumption, and reduced wear and 
tear of tyres. 

To typify the wife of the wealthy owner, we engaged an attractive 
film star who was a practised driver. One sunny day a “ British ” car 
with touring body was driven to some cross roads near a hill, and the 
actress driver filmed in a few scenes which displayed to their fullest 
advantage the comfort of the seats, the utility of various accessories, 
and the convenient placing of dashboard, accelerator, brakes, etc. 

Next, the film star began to drive up the hills at a slow speed. The 
door leading to the driver’s seat was left open so that our operator could 
‘shoot ” at very close range the lady’s ankle—a silk-stockinged remark- 
ably trim ankle—pressing the accelerator. By means of a “ dissolve,” 
we showed how the car responded instantaneously and climbed the hill 
on top gear. A “close up” of the same ankle pressing the foot brake, 
and a quick halt when the car was descending the hill, proved that it 
could be brought to a standstill within a few yards. 

Later scenes were of the “ British ” car passing all others both on 
_ the level and on the climb. To illustrate the excellence of the springing, 
it was filmed passing over a rough switchback surface while the passengers 
chatted unconcernedly beneath a tape level, which always remained 
about six inches above their heads, even when they were on the highest 
points of the switchback. 

A special feature of the new “ British ” model is a patent anti-rolling 
device whereby the jolting effect of swerves and sudden turns is eliminated. 
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We displayed its mechanism—again by means of an “ animated diagram ”’ 
—and followed this up with a scene indicating the effect of the mechanism 
` in action. Somewhere in Berkshire there is a fantastically sharp corner 
of which notice is given by a signpost which reads “ Impossible to Motor- 
ists.” The car was filmed beneath the signpost while two ladies in the 
rear seats called the chauffeur’s attention to the warning words. His 
reply was a shrug and some meaning gestures which made it clear that 
to a “ British ” car nothing was impossible. He drove past the signpost, 
and easily rounded the fantastic corner, while one lady passenger con- 
tinued to read the Tatler, and the other sitting reposefully made an entry 
in her engagement book. 

The picture being primarily intended for overseas markets, we scoured 
the southern counties for roads similar to those in the Colonies, and took 
the car over sandy stretches, rough unbordered tracks, and difficult 
contours. Finally, a short procession of “ British ” models with royal 
saloons, limousines, landaulette, coupé, and touring bodies was taken, 
punctuated by short testimonials from the Press and eminent owners. 
The film ended with the makers’ slogan, displayed by trick lettering, 
“The British is The Proved Best Car.” 


Effect of Screen Demonstration 

Now a cinema spectator, seated in semi-darkness, has nothing to 
distract him from the action on the scfeen and to it he gives his undivided 
attention. With picturesque backgrounds and accessories with animated 
emphasis and explanatory sequence, the picture outlined above presents 
the first-rate qualities of the new “ British ’’ model in a manner impossible 
to written description. The minutely careful workmanship, the severe 
tests on the roads, the testimonials, and at the end the claim that it 
is the proved best car, are driven home unerringly ; and I submit that 
they must leave a lasting impression on the memories of onlookers. 

Such at any rate was the expressed verdict of the expert audience 
that saw the film when it was exhibited at the R.A.C. under the auspices 
of the Overseas Trade Department. During the discussion that followed 
all the speakers, including motor-car agents from all over the world, were 
in favour of using similar films to stimulate overseas trade. It was gener- 
ally agreed that, in the case of a motor-car, whenever no model was on 
hand for inspection and trial runs, screen demonstration was the next 
best thing. 

An even more useful function of the screen salesman is to create 
initial interest in the minds of possible clients and to impel them to 
arrange for a personal examination of the actual article. Moreover, 
the ideas embodied in the “ British ” motor-car picture are only a few 
among the thousands that may be—indeed will be—applied to any type 
of manufactured goods from a locomotive to a patent pill. 

602 





The Screen Salesman 





Interested advertisers before having their products filmed always 
desire full information on the all-important questions of comparative 
cost and method of display. 


Cost of Film Advertising 

A portable projector, as carried by my American acquaintance on the 
transatlantic liner, may be bought for £50. With its help a salesman can 
show his film on any office wall. The cost of producing a first-class, 
imaginative film, including several positive prints, would be between 
£200 and £300 when completed. Each copy could be exhibited for years 
without damage. 


An Incomparable Opportunity for Trade Advertising 

The Board of Trade with its Dominions Touring Exhibition is provid- 
ing an incomparable opportunity for economical and effective display. 
Leaving early in 1921, the Exhibition will travel for about two years, 
calling at all the principal towns in Canada, Australia, New Zealand, and 
South Africa. The Dominions Governments are offering exhibition 
halls and active co-operation for the showing of samples and trade films. 
Everywhere, orders will be booked on the spot. 

A Demonstration Cinema Lorry and several portable projectors will © 
be part of the Exhibition. As soon as the equipment arrives at a given 
town, the lorry is to be dispatched on a pre-arranged itinerary, and a 
fortnight’s film publicity will be obtained before the Exhibition opens. 
It will continue its rounds while the samples are on view in the Exhibition 
building, and for a further fortnight while the goods are being packed up. 
In addition cinema displays are to be given in the building itself. 

In this manner the screen salesman will bring customers from sur- 
rounding districts to view the samples. He will be even more effective 
as regards products which themselves are too heavy to form part of this 
world tour—traction engines, agricultural machinery, farm implements, 
locomotives, laundry equipment, and the like. These films will show 
these machines in actual operation, lay stress on their special advantages, 
and, directly or indirectly, they will attract orders. 

For £150 the Overseas Trade Department undertake to show any 
sales pictures in and around every city of the Dominions at which the 
Exhibition calls. Thus (the cost of production varying between £150 and 
£300, according to quality and detail) there will be continuous presenta- 
tion during two years under the best possible auspices, for a total outlay 
of about £400——the price of one page of advertising matter in a London 
daily. 

Here then, at a time when the extension of British exports is supremely 
vital, we have a golden opportunity of overtaking and outdistancing our 
trade competitors in the use of a new and valuable method of salesmanship. 
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The Financing of Commerce 


By A. Q. Svaga 
Of the London County Westminster & Parre Bank, Lid. 


4. Foreign Exchange—(Continued) 


Ne the above principles are perfectly simple in theory, and we ought 
to be able to take the spot quotations from a newspaper and 
calculate the rate for buying or selling any number of months ahead ; 
but it is theory, and in direct proof of the very first sentence of 
this article, it works out in daily practice not at all according to 
our plan. 


What Actually Happens in Practice ? 

We have agreed that the movements up or down of an excliange rate 
are caused almost entirely by the relative supply of and demand [or that 
currency. Even speculators base their operations on what they assume 
will be the trend of the trading community’s requirements. The buying 
and selling of foreign currency for forward delivery has increased in 
volume enormou.ly since the war; in fact, one might almost say that, 
before the abnormal fluctuations made this insurance against loss so 
necessary, its possibilities were not made use of at all. But during the 
last two years no wise merchant has dared to take the attendant risks, 
so that there has sprung up a business in forward operations equal to 
that done on the spot, and consequently there is a separate market, 
naturally concurrent with spot quotations ; but because there is a separate 
supply and demand the forward rate is subject to different influences 
and cannot be based on the spot rate in accordance with the principles 
of interest above enumerated. We find, then, that the forward rate can 
be above or below the spot rate according to whether the market is strong 
in sellers or buyers, and whichever way it is, the quotation given by the ` 
banker is based upon the operations in forward currency and not spot. 


Application 

Now to apply to the daily transactions between customer and banker 
the principles examined in the above paragraphs. An exporter who 
draws on his client’ for the goods he ships will have currency to sell to 
his banker at some future date, and if he wishes to safeguard himself 
against the exchange fluctuating whilst the consignment is being prepared, 
he must arrange with his banker a rate which will hold good until an 
estimated date. If the banker agrees to negotiate the draft, the delivery 
of the currency sold is considered to have taken place as soon as the draft 
and accompanying documents are handed over, whereas, if the draft is 
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sent for collection, delivery is not effected until the drawee abroad has 
settled his obligation. A draft after sight necessitates the delivery date 
being put still further forward, for, after it has been handed over to the 
banker, it has to be sent abroad, accepted, and then allowed to run to 
maturity before it becomes finally paid. The delivery date of the 
currency, then, is the maturity date of the bill. 

Under a credit opened in London favouring the exporter, the banker 
negotiates the bill immediately it is presented and the currency can be 
handed over as soon as the documents are ready. 

Considering drafts drawn from abroad, we see that an importer has 
to pay in sterling for a shipment of goods that varies in value constantly 
as the rate of exchange alters, and he cannot quote his sterling selling 
price until he knows how many units of foreign money he is going to 
receive for his sovereign. He must obtain, then, some idea from the shipper 
as to when the draft is likely to be presented, and so buy from his banker 
the required amount of currency for delivery up to that estimated date, 
so that the presenting banker, on demanding so much foreign currency, 
will be referred to the forward purchase agreement. The banker who 
receives the draft for collection is very probably not the importer’s own 
banker, and the amount of currency required must be bought from the 
one who has made the forward contract in order to hand it over to the 
one who holds the documents. 

What is more common in practical banking is for the one banker to 
transfer the foreign money to the credit of the other, in the town abroad, 
without question of rate of exchange between fhem; the former thereupon 
debits his customer for the currency paid over at the forward rate origin- 
ally given by him. It is evident that a draft of long tenor will only be 
accepted on first presentation and the currency bought forward in order 
to meet it will not be required before its maturity date. 

Much the same remarks apply to the use of forward exchange in 
connection with credits opened abroad. 

Currency will be paid by the foreign correspondent to the beneficiary 
against his documents, the London banker’s account is debited, and he 
has, at some time or other, to buy foreign funds (probably on the London 
market) which he remits in cover. Failing any instructions to the con- 
trary, the banker will apply the rate ruling in the market on the day the 
documents and advice of debit come to hand. His currency has been 
paid out several days before he is able to debit his customer, and he 
therefore charges interest for the time he has been out of his money. 
But the merchant can previously arrange with his banker to buy for him 
and bold abroad till required the amount of currency that will eventually 
be disbursed under the credit and so avoid the charges of interest. True, 
he will have disposed of his sterling, but he can buy currency at the 
moment when he thinks the rate most opportune. 
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Forward Purchase Contract 

To avoid expending sterling balances, and at the same time obtain the 
advantage of a fixed known exchange, we must resort to a forward pur- 
chase contract. The cost of the shipment is known, and the limit of 
tıme is imposed upon the beneficiary by the terms of the credit, therefore 
arrangements can be entered into for the purchase of the amount of cur- 
rency that will be paid out for delivery before the expiry date. Delivery 
is considered to have taken place when the documents are taken up 
abroad, and not when they arrive in London. Should the credit have to 
be extended, the forward purchase can very irequently be extended for 
the same number of days, maintaining the agreed rate of exchange, but 
` interest will be charged on the basis of the difference in earning capacity 
of sterling and the currency in question. In addition, the banker must 
still charge interest for the time he is out of his money, for remember 
forward currency is not paid for when the contract is first made. 

It appears to be a custom of the importer, particularly in the Scan- 
dinavian timber trade, to accept a long dated bill on himself, payable at 
a bank in the town where the seller lives. He retains the documents 
and instructs his banker to pass on instructions to the Scandinavian bank 
to pay the bill at maturity. The holder of the accepted bill duly presents 
it and receives the full face value, whereas the timber merchant, knowing 
exactly the number of kronor and the day they will be paid out, can buy 
forward from his banker and reimburse him at the agreed rate on the 
day the draft matures. . 


Loans and Advances in Currency 

England is undoubtedly unique in that it has so. many commercial 
houses which have created large buying and selling concerns entirely 
abroad and only directed from this side. 

Goods are bought in one country and sold to another without their 
ever entering England. South American coffee sold to Scandinavia, for 
instance, is financed entirely in London and in sterling, but on the other 
hand, sterling need not be brought into the transaction whatsoever. 
Wheat is bought in America, and of course the exporter requires payment 
in dollars; it is shipped to France, and the Frenchman is only willing 
to pay for it in francs. The proposition is put before an English banker, 
and he first instructs his New York correspondent to take up documents 
against a dollar payment; they reach London, and are sent on to his 
Paris correspondent. He thus reimburses himself for the dollars paid 
out by collecting francs. The whole transaction is completed on a forward 
basis, the rate for selling forward dollars is fixed at the same time as the 
rate for buying forward francs, and sterling payment need not enter 
into the transaction whatsoever, except, perhaps, of the profit due to the 
agent. 
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Should the merchandise be bought and sold in the same currency, the 
banker advances to his customer the number of francs required to take 
up the documents in, we will imagine, Marseilles, the title to the goods 
is sent to Paris, where his correspondent substitutes the agent’s new 
invoice, and again collects francs. The loan must be made from the 
banker’s franc account, and sterling must not enter into it, for should he 
buy francs on the London market it is certain that the rate will have 
altered by the time they are received back, and he is just as likely to make 
a loss as a gain. 

Should a definite loan be required for an extended period, the banker 
takes the commercial house’s guarantee and usually includes a clause 
indemnifying him against loss in the exchange, for the currency required 
for the loan would be bought and paid for at the rate then ruling, with the 
certainty that it would not be the same when the loan was repaid. 

Some extraordinary instances have come to my notice of the great 
losses that have been caused by exchanges leaping too far away from the 
normal, Take, for example, a loan before the war of Italian lire, a 
guarantee was given when the rate varied-never more than a few points. 
The lire are repaid now, but, because the Italian rate has risen from 
twenty-five to one hundred, the guarantee against loss demands an 
additional payment of nearly three-quarters of the value of the original 
loan. Again, a banker entered into a guarantee to pay the difference 
between £10,000 and 100,000 roubles. Before the war there was very 
little difference, now it is the difference between £10,000 and nothing. 

Such guarantees should not be undertaken without the fullest 
consideration of the extraordinary fluctuations of foreign exchanges. 


Current Accounts in Foreign Money 


A banker is perfectly willing to keep for his customer an account in 
a foreign currency, adding credits or deducting debrts in exactly the same 
way as would be the case in an ordinary sterling account. A currency 
account arises in various ways, and has various uses. Undoubtedly 
speculation, particularly in German marks, caused a great increase in the 
number of such accounts. Bankers, however much they desire to 
discourage speculative transactions, could not very well refuse to sell 
marks to one of their own customers and hold them until they received 
instructions to sell out. It is speculative buying and selling that causes 
largely the wild up and down leaps in the value of the mark, but also 
the volume of Governments’ buying and selling has considerable influence 
onthe market. The ordinary dabbler bases his prophecies on the balance 
of trade supply and demand, but because he does not know which way the 
big operators are going to work next he is often badly bitten. Never- 
theless there are many advantages in keeping a currency account on 
sound commercial principles. A draft is sent to Paris for collection, is 
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paid in francs, the rate is very high, the customer has the idea that it 
will improve ; he can afford to wait, and therefore instructs the banker 
to hold the francs until he chooses to realise. Again, supposing he wishes 
to buy goods in France, instead of risking the possibility of loss on a 
double conversion (into sterling and back again), he would be advised 
to use the francs received for the collection in payment of his new pur- 
chase. Remember, the francs are actually on the banker’s own account 
at his correspondent’s house in Paris, and are therefore on the spot 
available for disbursements ; only a ledger record is kept this side. 

- Many importers buy consistently all their requirements from the one 
country. American apples could be taken as an example. Documentary- 
credits are opened from time to time in favour of various fruit growers, 
and round sums of dollars are bought by the trader as his funds permit 
him or as the rate moves in his favour. The banker opens these credits 
secured by the funds he holds, and because his customer’s purchases are 
actually lying on his account in New York when the documentary 
payments are debited, he has no occasion to charge his customer interest. 

In conclusion, do not expect a banker to advise you which way a 
rate is going. He is not prepared to take the responsibility (and your 
blame if his prophecy proves incorrect) and, what is more, if he knew 
what a rate will be in a month’s time he would no longer remain a banker, 
but quickly become a millionaire. Although you may acquire a very 
efficient grasp of foreign exchange affairs, trust the banker to give you 
the benefit of an experience which must be far more comprehens.ve than 
your own. The number and variety of transactions which he carries 
through during the course of the day for many different customers 
imparts to his judgment a balance which is not possible for one customer 
to possess with one transaction only under his consideration. 











Railway Companies are bound to grant Through Rates. Mr. Lissenden asks why 
business men go on paying double ‘‘ local’’ bookings, and looking blue at traffic costs. 





Current Transportation Problems 


By GEO, B. LISSENDEN. 
Author of * Industrial Traffic Management,” eic., etc. 


17. Through Rates 


HERE are even today hundreds of firms who are paying two 
“local ” bookings for the conveyance of their “ through ” traffic— 
notwithstanding the fact that this is really contrary to law and, now 
that all the rates have been increased enormously, frightfully expensive. 


The Effect of “ Local ” Bookings 


Suppose, for example, that a firm in Brighton (Sussex) handed a 
consignment of goods comprising a truck load to the L.B. & S.C. Railway 
Co. for conveyance to Bangor in North Wales, and that there were no 
through rates in operation between those two stations, what would 
probably happen is this: the L.B. & S.C. Railway Co.’s agent at Brighton 
would invoice the goods to that company’s main London junction at a 
“local” rate, the traffic would there be handed over to the L. & N.W. 
Railway Co., and the last-named company’s agent would dispatch and 
invoice the consignment forward to its destination at another “ local ” 
rate, with the Brighton company’s carriage charges included as a “ Paid 
on.” Now, as each of those “local” rates would include charges for 
station and service terminals in London—charges, that is to say, for the 
provision by each of the two companies concerned of station accommoda- 
tion, and the performance by them of station services (1.¢., unloading 
and loading, covering and uncovering)—it will at once be seen that the 
effect would be that the sender of the goods (presuming he paid the 
carriage—or the consignee, if the goods were consigned “ Carriage 
Forward ”) would be paying for accommodation and services which 
were in fact not provided. And that is where the injustice comes in; 
and that is why it is important for the railway trader to know what is 
the true position. 


Railway Companies Bound to Grant Through Rates 


The Railway and Canal Traffic Act, 1854, provides that “ every 
railway company and canal company, and railway and canal company 
shall, according to their respective powers, afford all reasonable facilities 
for the receiving and forwarding and delivering of traffic upon and 
from the several railways and canals belonging to or worked by such: 
companies respectively,” and Section 25 of the Railway and Canal 
Traffic Act, 1888, further lays it down that: “.... the said facilities 


Ill 39—8 609 





Business - Organisation -and - Management 








to be so afforded are hereby declared to and shall include the due and 
reasonable receiving, forwarding, and delivering by every railway 
company and canal company and railway and canal company, at the 
request of any other such company at through rates.” 

In a test case on this subject, Sir F. Peel, one of the Railway Commis- 
sioners, explained that “ The intention of Parliament is that where 
you have a railway route between two places it shall make no difference, 
or as little difference as possible under the circumstances, as regards the 
facilities to be given for the sending of traffic from one of those places 
to the other, whether that railway belongs to a single company or belongs 
to two or more companies.” 

Any trader who requires a through rate put in operation must first 
of all apply to the railway company or companies concerned ; then, if 
they will not consent, to the Board of Trade; and lastly, tf the applica- 
tion is still unsuccessful, to the Railway Commissioners, it being provided 
by Section 25 of the Railway and Canal Traffic Act, 1888, as follows— 


The company or person requiring the traffic to be forwarded shall give written 
notice of the proposed through rate to each forwarding company, stating both its 
amount and the route by which the traffic is proposed to be forwarded. ... 

TER no application shall be made to the Commissioners by such person 
until he has made a complaint to the Board of Trade under the provisions of this 
Act as to complaints to the Board of Trade of unreasonable charges, and the 
Board of Trade have heard the complaint in the manner herein provided. 


Incidentally it may be well to point out what are the main considera- 
tions which the Railway Commissioners have to take into account when 
deciding an application for a through rate or rates. They are these— 

(1) The amount of public interest called forth by the application ; 

(2) Reasonableness of the route; and 

(3) Justness and reasonableness of the rate. 

And the law has been very clearly explained by Mr. Justice Collins 
as follows— 


Where all that is asked is that goods or persons shall be allowed to travel at 
the sum of the local rates over the continuous line formed by the two- lines, if 
the demand is made bona fide by a member of the public and a fortiori by a 
community, there is, tpso facto, a strong prima facie case of reasonablenes sand 
public interest, with no countervailing consideration, -except the trouble thrown 
upon either railway company in obliging it to do the sum in arithmetic involved 
in the process of through booking and accounting. ... The trouble is not 
superfluous if there is a bona fide demand for the convenience, and the reasonableness 
and public interest are all one way. On the other hand, if the proposed rate 
involves compulsion upon the opposing company to accept a smaller sum than 
it is itself charging between the points on its own line which now forms part of the 
through route, or if the termin: of the proposed route being the same as those of | 
an existing route entirely in the hands of one company, a lower sum is proposed 
for the whole through rate than is charged by the company in possession of the 
existing route, other considerations arise. In the first case, to sanction the through 
rate involves an interference with the legal right of the opposing company to 
regulate its fares within its maximum. In the second case, the new rate, if sanc- 
tioned, may force the opposing company to lower its own rate to the new level, 
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although its existing rate may be perfectly reasonable. Now it is clearly, in my 
opinion, prima facie against the public interest to interfere with vested legal 
rights unless some compensation or equivalent is given. There must be, therefore, 
evidence of public interest and reasonableness in favour of the route and rate 
to outweigh these countervailing considerations. 


In an earlier case, furthermore, it was laid down that “ the public 
interest 1s not merely in the best route—that is sufficiently provided for 
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by the conditions as to a reasonable route. It may arise in various 
ways, and it must always be a question of fact arising under the 
circumstances of each particular case.” 


How to Secure a “Through” Rate 


Recently many of the powers vested in the Board of Trade have 
been transferred to the Minister of Transport, so that to-day an application 
for a through rate should be directed to him, in this manner— 

THE MINISTER OF TRANSPORT, 
Gwydyr House, 
Whitehall, 
Lonpon, S.W. 
Sir, 
RAILWAY AND CANAL TRAFFIC ACT, 1888, SECTION 31. 


We desire to seek your assistance under the above named Act in connection 
with the rate charged us by the North-Eastern Railway Company for the conveyance 
of our flour, in 5-ton loads, from Tweedmouth to Manchester, 
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At present the said company is charging us at the rate of 19s. 2d..per ton for 
loads of this traffic between the points named, which rate is the sum of the 
: 5 from Tweedmouth to Newcastle, and from Newcastle to Manchester Tespec- 
H tively; i but this, we submit, is unfair having regard. to the. fact that-there-is in 
this case a considerable saving of terminal expenses, 

We submit further that the traffic should be booked through at a rate not 
exceeding 17s. 6d. per ton, and we shall be glad if you will be good enough to 
communicate with the railway company with a view to securing such a rate for us. 


Yours faithfully, 7 | 
A. MILLER & Co. 






This letter is really the substance of a complaint actually made to 
the Board of Trade by a firm interested in the traffic named, and which 
resulted in a rate of 17s. 6d. being fixed as desired. 

It may perhaps be interesting and useful to give some specific 
examples of the results obtained through the same channel—that is to 
say, through the Board of Trade; but it must be clearly borne in mind 
that, as already pointed out, the duties of the Board of Trade in this 
respect have, since its establishment, been transferred to the Ministry 
of Transport. ’ 


Some Interesting Cases 


The Cheshire Milk Producers Association complained some time 
ago to the Board of Trade to the effect that, owing to. a dispute between the 
two railway companies concerned, milk consigned from Rossett to Lime 
Street Station, Liverpool, was being charged by the Great Western 
Railway Co. at the rate of $d. per gallon for. carriage to Chester, and 
#d. per gallon by the London and North-Western Railway Co. from 
Chester to Liverpool, making a total of 14d.:per gallon, whereas formerly 
this traffic was carried at a through rate of łd. per gallon. And this 
resulted in the companies agreeing that henceforth the traffic in question 
should be booked through at the rate of $d. per gallon as before. 
On another occasion a very large Birmingham firm complained that 
the through rates charged by the Midland and other companies concerned . 
for the conveyance of paper in bales from Birmingham to certain stations 
in Kent, Sussex and Surrey exceeded the sum of the rates charged from 
Birmingham to London and from London to destination. The Board 
communicated with the Midland Railway Co., who subsequently informed 
the Department that a list of reduced rates had been offered to and 
accepted by the complainants in full settlement of their complaint. 

But applications to the Board of Trade—or to the Ministry of 
Transport—do not always end thus happily. For example, some time 
ago Messrs. Greaves, Bull and Lakin, of Harbury, complained to the 
Board of Trade that the rates quoted them by the East and West 
Junction and four other railway companies collectively for the conveyance 
of cement and lime from Ettington to various places were unreasonably 
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high, and prevented competition with other firms more fagoutibly : 
placed ; but the said companies refused to meet them on the ma 
as desired. Whereupon the complainants secured a certificate of — 
authority from the Board of Trade and applied to the Railway. and 
Canal Commissioners for an order under Section 25 of the Railway a1 ne 
Canal: Traffic Act, 1888, compelling the railway companies in question — 
to grant through rates for lime and cement from Ettington, on the- 
East and West Junction Railway, to London, 4s. 9d. ; to Birmingham, o 
9s, 10d.; to Shrewsbury, 5s.; to Chester, 6s. 5d.; to Manchester, — 
_ 6s, 6d.; to Liverpool and Birkenhead, 6s. 8d. per ton, etc.; rates for 
` lime and cement being the same—these rates being admittedly based on 
those paid by applicants’ competitors from neighbouring districts. 

The railway companies protested that the conditions were different, ae 
inasmuch as the rates paid by applicants’ competitors were from private 
sidings to stations, whereas the proposed rates from Ettington were from 
a railway siding to stations, which would enable the East and West Co.” 
to claim a station terminal out of the through rate. They also wished 
to differentiate to some extent between rates for lime and cement. 

The Court held, however, that applicants’ loading at Ettington could ee 
not be performed except on the railway company’s siding, and ordered 
the following through tonnage rates, exclusive of any station terminal 
that might be charged by the East and West Junction Co.: to London, Sa, 
4s; 9d. for lime: 5s. 6d. for cement ; to Birmingham, 2s. 10d. forlime —  — 
and cement ; Chester, 6s. 7d. for lime and cement; Manchester, 6s.6d. 
for lime and cement ; Liverpool and Birkenhead, 6s. 8d. for lime and oe 
cement. es 

To sum the matter up in a few words: the law provides that whan ee 
traffic during the course of its journey from the sender to the consignee > — 
has to pass over the railway of two or more companies it shall be booked 
to its destination at a through rate, so that all intermediate terminal = 
and service charges shall be avoided, but in practice—for the railway oe 
companies’ own convenience, and often without the trader being aware 
of the fact-—-the carriage charges are frequently calculated at two OF. 
more “local ” rates, which results in a big loss to the traders concerned, : 
It is to the advantage of every firm to look closely into this matter.” 
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| Credits ka 


By A WELL-KNOWN INSURANCE EXPERT = 


TITHE present crisis in labour, the widespread unemployment which 
à exists, the unrest which follows on it, to say nothing of the 
enormous losses to capital which closed-down works and silent mills 
entail, have forced us to seek for the underlying causes of the trouble. 
General consent attributes it to the inability of our former customers — 
in Europe to buy the goods which we have in stores and warehouses ` 
ready to sell to them. The difficulty of currency exchange as between 
the various countries is a result, not a cause, of the condition which 
has arisen. When we are told that it now takes 1,500 Austrian kronen 
to buy £1 sterling—a sum which 24 kronen used to buy in pre-war 
days—we can see at once why the Austrian cannot afford to buy goods 
for which he has to pay in sterling, that is to say, our goods. If he 
cannot buy the manufactured goods, neither can he buy the raw material 
to make up into goods to offer in exchange for our goods. So for the 
moment there is a deadlock. The only way to break it is to turn the 
flank of the rate of exchange, which is no longer fixed by the purchase 
and sale of bills of exchange representing value received, but is the 
subject of the wildest gamble known since the days of the South Sea Bubble. 
Not many Britishers are concerned in what is going on, but every 
European commercial centre is abandoning its normal occupation to 
buy and sell exchange. If the profits are large, the losses are tremendous. 
Worse still, stability is out of the question until the gamblers retire from 
the scene. Worse still is the fact that their leaders are for the most 
part members of the one community in Europe which is really inter- 
national, and which has held together in spite ofall that has happened 
since 1914. | 


 - The Attitude of the Merchants | 
~The merchants of this country, whose genuine operations are hampered 


by the impossibility of fixing standard prices for goods sold to merchants 
in other countries, are struggling to find the way round. The first obstacle 








is the difficulty of finding in any country goods which the merchants of 


that country can barter for ours. Industry in Italy, Austria, Poland, 


: - Russia, is stagnant. Its place has been taken by speech-making. ‘Distrust a 
is the natural consequence. Can a merchant afford to consign his goods = 


O toa country whose population is in so revolutionary a mood that he may ve 


S never get. paid either in money, services, or goods in exchange for his 








-How can goods be sent to Milan, where the Red Flag is flying we 


- : over the Town Hall, where most of the workers’ time is wasted through a 
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political strikes and the great works have been from time to time Migs c : 
and afterwards abandoned by the individuals employed i in them? 


Insurance Possibilities an 
-But every foreign city is not a Milan, and, ‘if in others there i is a aris 
of not being paid, the natural question is whether any kind of insurance 
‘can be devised to cover that risk. If trade is to be carried on, capital 
must be kept liquid. One of the great functions of our banking system 
is to provide that fluidity. Armed with his Bills of Lading- and: Bills 
of Exchange, the merchant has been able to obtain loans from his bankers. ie 
which enable him to carry on his commerce and to keep manufacturers 
busy. To-day, bankers not unnaturally hesitate about advances when | 
“it may happen that social conditions in the country to which the 
merchant’s goods are going may be such that the bills will. not be. 
honoured at maturity. If behind the bill there is an insurance protection ee 
that would make all the difference. During the last few weeks, bankers, __ 
insurance companies, and the Government (as represented by the Board __ 
of Trade) have been struggling to find a basis of agreement for financing 
and insuring export credits. So far there has been no result, and,onthe 
lines suggested, no result seems likely. An insurance company or a _~ l 
bank is a trustee for other people’ s money, and in anything it undertakes 
it must keep that fact in view. Many efforts made in time of peace to- 
insure the due performance of instruments of credit have failed—to. the ee 
great loss of the insurer. The reason was that the only bills brought in ae 
to be insured were those as to which the holder had some doubt. Nobody 
wished to insure the kind of bill accepted by Rothschild or the Crédit | 
| Lyonnais, or, in pre-war days, the Deutsche Bank. The general impres- 
sion now is that the selection of credits for an insurance scheme would | 
be dead against the insurer, be it a bank, or an insurance company: ne 
or both together. Probably that is true. : Pope 





Universal Insurance of Credit ee 
The question therefore arises whether it might not be fair to. ck range 
the whole burden of possible loss in exporting on to the whole. export 
trade of the country, and to the import trade as well. We have 
£3,300,000,000 of foreign trade, in and out, according to the figures for 
1920. Two-and-a-half per cent. of this, say £80,000,000, might be 
levied for the purpose of replacing E.P.D. and for meeting any. losses 
due to the inability of the foreigner to pay for the goods sent out, or. the 
Britisher to pay for goods imported, so as to wipe out the possibility | 
loss on these transactions. But such a fund would also provide a gua 
antee by which the value of merchandise could be realised in cash muc 
more easily than at present. Is it worth 2} per cent. commission for 

trader to pay a guarantor to make sure that he will be paid for his foreign 
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Gova nment ? Surely the answer must bei in the aff irmative. 


Mr. Rappaport’s Scheme T E TE 

© Such is the fundamental idea of a scheme of Foreign 7 Trade Insurance 
BR by Mr. Isidor Rappaport, of Manchester, which washes out 
the half-hearted idea of the Board of Trade credit export scheme that 
our merchants have been so slow to accept. We none of us care for 
Government trading in a field already covered by private enterprise. 
But this is a new field, and it would be better, having regard to the 
magnitude of the interests involved and the necessity of dealing with the 
matter on a wide basis, to have the Government behind it, as it was in 
the Anti-aircraft Insurance Scheme, which netted £13,000,000 for the 
Government, and cost them only 5 per cent. to work. It had, of course, 
the assistance of the fire insurance companies. For this new purpose 
Mr. Rappaport urges them to seek co-operation with the banks. If that 
co-operation be given, the scheme is, in our judgment, worthy of the 
fullest consideration. It appears to be quite feasible and presents few 
difficulties of detail. 


‘exports i in due course—when that guarantor is, in effect, the British 








Registration 

Mr. Rappaport would have it made compulsory that every exporter 
should be registered as good for a certain credit. How much that credit 
may be should be determined by his banker, who is in this matter of 
registration to act as Government agent. As a condition of securing 
registration, the individual exporter or importer registered should acquire 
not less than ten £100 Government Bonds bearing interest at 6 per cent. 
If these Bonds are disposed of, their registration is cancelled and the 
individual may no longer import or export in his own name. But a 
year would be allowed to take them up, and the banks may advance 
money on them to their holder. 

If then a registered importer or peso wants to have his consign- 
ment insured he would attach to his documents an ad valorem stamp, 


= to be obtained at the bank where he is registered. Fortified by that 


stamp, the Government guarantee of payment is acquired by the 
individual, and the banks would thereupon advance him the value of 
the goods, looking for repayment, in case of default on the part of the 
_ foreign buyer, to the Government Insurance Department, to whose 
account at the Bank of England the proceeds of the sale of premium 

stamps would be paid. The advantage of such an arrangement is obvious. 





The Conanu a. p 
If the Government is going to give this guarantee, whic ate once 
turns credit into cash, it must know to whom in the foreign country the 
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goods are to be consigned. Mr. Rappaport’s idea is that the consignee — 
should be the foreign branch of the bank concerned on this side, or, | 
alternately, agents approved by the Government Insurance Department. 
The bank or the agent should be responsible for the delivery of the goods _ 
against cash, If the goods are refused as unacceptable, or if, for other- 

reasons, they are still on hand after one year, then they are to be: sold 
for what they will fetch, and the loss, if any, would fall on the Government 
Insurance Department. ae 
Imports eE 
_ The scheme includes a similar ad valorem 24 per cent. tax on imports. o 
The foreign exporter sending goods here would pay the premium, and it = 
is felt that it is equally worth his while to pay 24 per cent. for the British 
Government’s guarantee on his documents which enables him to cash 
them without recourse. ee 


Result 3 

-The Government stands to receive approximately £80,000,000 a year. = — — 
The estimated losses might be put at £15,000,000, which would leave > a 
£65,000,000 a year available to reduce taxation, and, as the consumer 
eventually pays, the merchant need not worry. But if we consider the _ 
confidence which such a Government guarantee would give exporters _ 
and importers, all would agree that the money would be well spent. | 








Alternative Suggestions | | 
Many other methods have been proposed to meet the necessity of 8 
carrying on our foreign trade, but all have been met with serious objections. 
The Overseas Trade (Credit and Insurance) Act, 1920, provides for the — 
issue of credits by the British Government to the extent of £26,000,000, 
and the undertaking of insurance credits in this country where excep- o 
tional reasons were involved, but up to the present time applications for _ ae 
assistance under this scheme have not exceeded £2,000,000, which shows. es 
that there is something wanting in its details. Sir Edward Mountain — 
has proposed, in order to assist the completion of the scheme of | 
this Act, to form a syndicate of bankers and insurance companies, under 
which the bankers should look for overseas trade, and the insurance 
companies should guarantee them against loss. His scheme assumes that 
bankers in the countries with which it was proposed to trade should, 
cby means of a similar joint arrangement, guarantee the credit of the 
importers in their countries, and obtain from the importers such collateral 
security as would minimise their risks. The result would be that the- 
group of bankers and insurance companies on this side would guarantee.. 
our merchants that their customers’ bills would be met, and would be _ 
themselves guaranteed, for what it is worth, by the group of bankers in | 
the foreign country to which goods are sent. oe 
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Finally, we have a scheme devised by Mr. Ter Meulen, the well-known 
Dutch financier. The League of Nations has approved his idea, which 





= is to create an International ‘Commission to control and administer 





such assets of the famished countries as their Governments can pledge, 
in order to obtain imports on credit. The valuation of such pledged 
security would be made on a gold basis, and the Governments of the 
importing countries would issue gold bonds charged on this basis to the 
merchants of exporting countries in the currency of their particular 
countries. Such bonds would be countersigned by the International 
Commission in proof of its approval, and the Government of the importing 
country would lend the bonds to its own traders on its own terms. Armed 
with the bonds, the importer should be able to negotiate all details of the 
payment with the exporter. The difficulty is that this scheme is a credit 
scheme, while in ordinary export business cash takes the place of credit. 
Naturally, also, the exporter will pause before accepting such a bond as 
this, because the essence of credit transactions is confidence, and there 
is very little in the conditions of some of the Central and Eastern 
European Powers to suggest confidence. ‘Moreover, if the bonds are to 
be accepted as a kind of currency, they must be acceptable at any bank 
at their face value. This appears to demand that the Central Inter- 
national Commission should not only provide bonds and register them, 
but should also guarantee them. A 7 

In short, the whole position teems with difficulties, Partial remedies 
seem to be of little use, and it is for that reason that we commend to our 
readers’ consideration the scheme put forward by Mr. Rappaport, which 
is, of course, a gigantic and inclusive scheme, and would meet with the 
opposition of those exporters who have confidence in the solvency of 
their consignees. They would ask why they should be expected to join 
in providing security for speculative transactions which are of no 
particular interest to them. The answer is that by so doing they would 
be rebuilding the trade of the world, from which they must necessarily 
benefit, and would also be assisting the Exchequer and providing a very 
< considerable substitute to meet the promised remission of the Excess 

Profits. Duty. oe 
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Have the Americans been beaten at typewriter construction? Read the big claims 
made in this article on behalf of the new All-British Bar-Lock. 


The First All-British Typewniter 


Bar-Lock Company's Enterprise 
By A. S. ANDREWS 


YOUNG INVENTOR’S TRIUMPH 


F there is one machine more than another in the manufacture of which 
the Americans have been able to claim almost undisputed supremacy 

it is the typewriter. Though the universal use of the typewriter has 
effected a revolution in the correspondence of commerce, and though we 
as a nation are justly renowned for our mechanical ingenuity, it is some- 
what astonishing to reflect that we have hitherto occupied but a very 
second-rate position in the field of typewriter construction. To say that 
our astute cousins from the land of the almighty dollar have invaded the 








THE NEW ALL-BRITISH BAR-LOCK 


British market is not enough: it must be confessed that they have 
captured it almost in entirety for years. Our ears, at first rebellious and 
protesting, have become so accustomed to the characteristic clickety- 
click of the ubiquitous typewriter in our midst that few business men 
ever pause to think that these ingenious and now indispensable machines 
are almost entirely the products of American manufacture. Sporadic 
attempts have been made from time to time to wrest their typewriter 
supremacy from the Americans, but none have hitherto met with any 
outstanding measure of success. Almost alone among the leading enter- 
prises in this special field, the Bar-Lock Typewriter Company has main- 
tained in the interests of British labour and capital a plucky but unequal 
fight against the powerful American interests in the trade. But even 
the Bar-Lock has been obliged until the present time to utilise certain 
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parts which were of American origin, although the machine has been for 
some years designed and assembled in this country. 


“The Dream and the Business” 

The Founder and Governing Director of the Bar-Lock Typewriter 
Company, Mr. W. J. Richardson, J.P., has been closely identified with 
the typewriter business for considerably over a quarter of a century, 





MR. W. J. RICHARDSON 


and has been a pioneer in placing before the public many of the most 
important improvements which have been effected in typewriter con- 
struction. To mention only one of these, the principle of visible writing, 
which marked one of the principal advances in typewriter technique, 
was an entirely original feature of the No. 1 Model Bar-Lock introduced 
in 1888. And now, fitly enough, to Mr. Richardson has come at long last 
the fulfilment of the cherished desire of his whole typewriter career— 
always an intensely gratifying thing to a man who has given the best 
years of his life to the pursuit of an ideal. For years it has been his 
worthy ambition to be able to claim credit for being the first to place 
upon the market a standard all-British typewriter of the highest grade, 
a machine which in all the characteristic features of typewriter efficiency 
would challenge comparison with the finest products of American manu- 
facture, and would demonstrate to the world in the most convincing 
fashion that in the typewriter field British inventive genius was second 
to none. 
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Inventive Genius of a Bar-Lock Apprentice 

The No. 16 Model Bar-Lock, which has just been placed on sale, 
represents the consummation of this patriotic ambition, and Mr. Richard- 
son, who personally demonstrated its efficiency before a large party of 
journalists the other day, speaks of it with pardonable pride. The 
inventor, Mr. Herbert E. Etheridge (incidentally a man well-known to 
English shorthand writers) was apprenticed to the Bar-Lock Company 


> 


N Pn 





MR. HERBERT ETHERIDGE 
Inventor of the New Bar-Lock. 


twenty years ago, and it speaks highly for the individual acumen of the 
Governing Director that young Etheridge’s inventive genius was speedily 
recognised and received every possible encouragement. The happiest 
results soon followed. The No. 15 Model Bar-Lock, produced under 
Mr. Etheridge’s direction, contained many striking improvements, and 
was sufficient to prove the emergence of a gifted and original mind 
into the hitherto somewhat barren field of British typewriter invention. 


The Rolls Royce of the Typewriter World 


The new model, No. 16 Bar-Lock, marks Mr. Etheridge’s crowning 
achievement, and also, it may be predicted, a tremendous advance in 
typewriter technique, the importance of which American manufacturers 
will be among the first to recognise. It lifts the Bar-Lock at a bound to 
the front rank of the world’s typewriters, and the Company claim that 
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it has pre-eminent advantages over the best of them. They proudly 
describe it as “the Rolls Royce of the typewriter world.” In the 
essential qualities of speed, silence, and utility the new Bar-Lock boldly 
challenges comparison with every existing type of writing machine. 
It is of standard single-keyboard design, and the beauty, solidity, and 
great simplicity of its construction are immediately apparent. Like 
the famous motor-car whose character it seeks to emulate, each section 





BACK VIEW, SHOWING THE CARKIAGE REMOVAL PRINCIPLE 


of the new model is built as a separate unit, complete in its manufacture, 
assembly, inspection and testing. The machine is composed of five 
distinct units, viz., the keyboard, the type bars, the tabulator, the 
‘ribbon mechanism, and the paper carriage. This latter unit is an 
especially noteworthy invention. Instead of the spacing mechanism 
and motive power being part of the base of the typewriter, as is usually 
the case, all the parts appertaining to the carriage are fitted directly to it, 
including the motive power (main spring) and spacing pawls, margin and 
tabulator stops, alarm bell, back spacer, etc., whilst the driving wheel 
meshes directly with the spacing rack, a particularly ingenious 
arrangement which greatly increases speed. 


Other Mechanical Advantages of the new ‘Bar-Lock 
The paper carriage is absolutely rigid, and runs on eight roller bearings. 
It is obtainable in four sizes, each of which is interchangeable in five 
seconds on the standard size base, thus affording a writing surface of 
from 1 to 27 inches in width. The advantages offered by these almost 
instantly interchangeable carriages for the special requirements of 
billing , and legal work are obvious. Four column selector keys, termed 
‘express keys,” enable the paper carriage to travel express to any 
one of forty different points on a line of writing, a feature which will be 
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invaluable for tabulator work. Every movable part runs either on 
rollers or on ball bearings. The platen is removable; the paper feed 
is on a new and unique principle; the full ninety-character keyboard 
includes full stop and comma keys both on upper and lower case ; whilst 
the escapement wheel, actuated directly by the type bars, gives a silent, 
rapid response to any operating speed. 

The silent running of the new Bar-Lock is one of its most striking 
characteristics. While absolute silence is not claimed, relative silence 
in comparison with other leading makes of typewriter is notably achieved. 





MR. W. F. WILLIAMS 
General Manager, Bar-Lock Typewriter Co., Ltd. 


Among other mechanical advantages of the No. 16 Bar-Lock are 
automatic line spacing, ball bearing margin stops, shifting type-bar 
segment, a line space release clutch for writing on ruled lines, a detent 
release for interlineations, an ingenious device which automatically 
removes the steel paper-feed holder when the typist gets to the end of 
the line, thus avoiding the danger of battered types. The usual Bar-Lock 
features of bichrome ink ribbon, automatic reverse, stencil cut-out, 
margin and keyboard lock release key, etc., are all incorporated in this 
unique example of British typewriter construction. 

The manufacture of the new model is carried on at the Bar-Lock 
Company’s new works at Nottingham, where arrangements have been 
made which when fully completed will permit of an output of a thousand 
machines a week, and involve the employment of a staff of three thousand 
workers. The works extend over an area of approximately eleven acres. 
Mr. Donald S. Richardson, the Governing Director’s eldest son, who 
controls the factory, is a highly trained engineer, and much of the success 
with which the first All-British typewriter has been produced is due to 
his manufacturing knowledge and ability. 
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T HE jival a or aiidata ‘clerk, das come to day but 

A. his usefulness to his chief is often limited through no fault of his 

own, but simply owing to the fact that his employer does not know: how 
to employ him to the best advantage. 

This statement may sound a trifle outrageous, but I am pied, 
from personal experience and observation, to stand by it. It is hard to 
generalise, but the offenders are sometimes men who have themselves 
risen from the ranks and are strangely reluctant to allow much detail 
work to devolve upon the secretary and leave themselves free to handle 
questions of policy which should fully occupy their time. 

The other class of employer, who has inherited a business without 
himself passing through the lower stages and acquiring a knowledge of 
practical clerical work, is apt to be very unreasonable in regard to what 
he expects from his assistant. 

Managers and others should realise, too, that their staff are not gifted 
with second sight, nor are even {4 a week secretaries able to exert a 
telepathic influence and divine what is in their chief’s head before it is 
uttered. Yet such powers are frequently expected of the secretary. 
A man returns from a conference.or turns aside from a telephone, and 
impatiently requests his clerk to “ Give me those papers . . . you know 

. those papers ” or some such rubbish. Very often the clerk, by a 

flash of genius, or by the exercise of remarkable intuition succeeds in 
producing the desired correspondence, but his few cases of failure are 
usually greeted by some impolite mutterings about stupidity which are 
not in the least deserved. The boot is really on the other foot. Let 
such an employer remember that his clerk sees only a very limited side 
of.every question that may be in hand, and is probably doing the best 
he can with that limited knowledge, and that if he wants (as he should 
want) more useful and helpful assistance the way to get it is to take more 
pains to see that his assistant is properly posted with information that 
will enable him to co-operate with, rather than simply work for his chief. 
A certain amount of time spent thus recapitulating business with a 
secretary, will be well repaid in better help from the latter, and probably 
a clearer grip of the subject in the employer’s own mind. 
. “ Tea-time ” in Government offices has achieved notoriety, but the 
wise employer will realise that time (in moderation) spent by his clerk 
in refreshment is not necessarily wasted. The most efficient of engines : 
eGuire occasional oiling. 

This line of thought is seriously E E to employers, who in 
these days of high prices and wages are naturally anxious to get the 
utmost value from their staff. — J. A. Di... 
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Whether the traveller ig remunerative or not. can be easily ascertained by means of 
the simple system of sales records outlined by Mr. Bray. 





Remunerative Travellers 


By W. REGINALD Bray 


Ce IES and firms employing travellers on a commission basis 
only, salary only, or both, should be able to ascertain if each 
representative is worth retaining, or, in other words, whether each 
one’s own orders are profit-bearing. 

The book-keeper should prepare these profits monthly for new 
travellers and quarterly for those whose sales are steadily progressing. 
To compute these profits, an analysed Sales Day Book, under the names 
of each traveller, should be kept, so that each traveller’s turnover can 
be readily ascertained. 

The two examples given show the results for one month in the case 
of A. Smith, and six months for F. Robinson. 

The method adopted is to credit the account with a certain percentage 
on the turnover, giving Gross Profit obtained and debiting it with 
all expenses. 


EXAMPLE A 
A. Smith—Sales, July, 1921, £350. Salary, £100 p.a. Commission, 74%. Samples, 
£5 128, 6d. Stationery, £2. Postages, £5. Travelling allowance, p.a., £75. 


Percentage on Turnover, 234. 
His Profit p.a. for the firm 1s £335, arnved at as follows— 


A, SMITH—PROFIT AND LOSS ACCOUNT. 
Juuy, 1921. 


Orn, 
su? - 
a & 


Gross Profit, 234% on £350. 
Less 


Commission, 74% 
Salary Proportion 
Samples ‘ 
Stationery 

+  Postages 
ae ie Allowance “Proportion. 


“a 


prani. 
ao? yaus 


- 


D on N tn oo pts 
ttt @ooy ® 


53 9 2 
Net Profit £27 18 4 





or {335 per annum. 


EXAMPLE B 


F, Robinson (Export Department) —Sales for 6 months, £3,000, viz.. South Afnca 
(10%), £2,000. Australia. (20%), £500. India (25%), £500. Travelling Expenses (in 
London), £100 p.a. Salary, {600 p.a. Cables, £48. Postages, £30. Packing, le 
Shipping Charges, £140. The last four items being six months’ charges. 


Percentage on Turnover, 35%. 


The percentage in brackets above denote the rates of commission on turnover for 
various countries 
Hts Loss would work out at £286 p.a., arrived at as shown on the next page. 
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F. ROBINSON—-PROFIT AND LOSS ACCOUNT. 


Sıx MONTAS ENDED 30TH APRIL, 1921. e 
s. d 
Gross Proft, 35% on £3,000 ae - ~= 
Less £ s. d. £ sa 
Commission— 
10% on £2,000 r . 200 ~ - 
20% 7, £500 š . 100 - - 
25% „£4500 : . 2 ~ - 425 - - 
Travelling Allowance pyoponpen 50 - - 
Salary Proportion 300 - - 
Cables . 48 ~ -— 
Postages 30 ~ - 
Packing ; . 200 - — : : 
Shipping Charges . . © 140 - = 418 - - 1,193 - — 
Loss £143 - - 





or £288 per annum. 


Where the rates of commission vary according to the territory, 
separate analysis columns should be kept in order to facilitate the 
working of the Commission Account. Bad debts have not been charged 
in either of the examples shown, it being rather a difficult matter to 
deal with until the books have been closed for the financial year. 

There are two ways, however, of getting over this difficulty, (1) by 
charging a percentage for bad debts against the Commission Account 
whenever prepared, or (2) when the actual amount of bad debts is 
ascertained (which must be borne by the traveller) to charge this amount 
against the next Commission Account. 
kx: The first method is preferable, as it can always be adjusted aoe 
to whether the account has been over-debited or not. 

The Commission Accounts should be prepared by one clerk made 
responsible for this work and the records should be kept under lock 
and key, so that each traveller’s earnings is kept strictly private. 


—} 4 


High Wages and Low Labour Charges 


[= a recent speech, Mr. F. G, Kellaway, Secretary to the Department of Overseas 
Trade, said— 

“ What 1s too often forgotten is that a reduction in labour charges is not the 
same thing as a reduction in wages; high wages and low labour charge often go 
together. This is shown by the example of America, where wages are probably 
the highest in the world, and labour charges in many industries the lowest. The 
high wage is made up for by the increased efficiency and energy of labour and the 
abundance and quality of machinery.”’ 

In other words, a solution of the present crisis in British trade is to be found 
inefficiency. To-day this fundamental truth is being recognised by the Government, 
by Capital, and by Labour.—Times Trade Supplement. 
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A helpful discussion, from the business man’s point of view, of the effect of important 
recent j ; 





Commercial Cases in the Courts 


A Monthly Review of Recent Decisions 
By DONALD Maoxkay, B.L., Solicitor, Glasgow 


Agents’ Powers 

ie Lewcock v. Bromley & Cooper (1920, 65 S.J. 75), Sargant, J., held on 
the evidence that a binding contract of sale had not been concluded, in 

respect that the authority of the agent who had made the contract, 

was not clear. He was doubtful as to what the exact instructions given 

by the principal were, whether to sell or to find a purchaser, and accord- 

ingly he refused to hold that the agent’s contract bound the principal. 


Terms of Instructions to Agents—Legal Effects 

The general question of an agent’s position in the like circumstances 
has been several times the subject of decision. In Hamer v. Sharp (L.R. 
19, Eq. 108), the authority was in the words: “ I request you to procure 
a purchaser and to insert particulars in your monthly estate circular 
till further notice.” In Godwin v. Brind (1868, L.R. 5, C.P. 299), the adver- 
tisement intimated that “ to treat and view ” applications were to be made 
to a certain person. In Chadburn v. Moore (67, L.T. 257) the instructions 
were not in writing but the learned Judge found that the Agent was 
authorised to find a purchaser for the houses and to negotiate a sale. 
In Prior v. Moore- (1887, 3 T.L.R. 624) the owner instructed an estate 
agent to put the property on his books for sale and informed him of the 
lowest price he would accept. In all these cases it was held that the 
agent was not authorised to sign a contract. 

The case of Rosenbaum v. Belson (1900, 2 Ch. 267) next arose for 
decision. There the authority was in the terms: ‘“ Please sell for 
me my houses, and I agree to pay you a commission on the purchase 
price accepted.” It will be observed that this case differs from those 
already referred to in respect of definiteness and precision of use of the 
word “sel.” Buckley, J., held that a sale meant a sale effectual in 
point of law, including the execution of a contract where the law requires 
a contract in writing, and he construed the letter of authority as virtually 
a power of attorney and held that the agent acting on it could make a 
binding contract. After reviewing the other cases, the learned Judge 
pointed out that in Hamer v. Sharp (supra), for instance, the authority in 
question was in terms, not authorising the agent “ to sell,” but to find 
a purchaser. “To my mind,” he observed, “ there is a substantial 
difference between those expressions. Authorising a man to sell means 
an authority to conclude a sale, authorising him to find a purchaser 
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means less than that—it means to find a man willing to become a 
purchaser, not to find him and also make him a purchaser.” 


Arbitration Costs 

An arbitration between buyers and sellers of goods came on appeal 
before the Divisional Court (Becker v. Barry Bros.) as to a question of 
procedure which all concerned with mercantile arbitrations should note. 
The arbitrator had made an award in favour of the buyers. It was 
admitted that by virtue of Section 2 of the Arbitration Act, 1889, and 
paragraph (i) of the First Schedule of the Act, the costs were in the 
discretion of the arbitrator, and did not follow the event. The arbitrator 
gave the buyers the costs of the award, including his own fees, the expense 
of the shorthand notes, and the hire of the room in which the arbitration 
was held. He made no mention of the party and party.costs of the 
reference. The sellers said that the omission to mention these costs 
was equivalent to a direction that each party should bear its own costs. 
In these circumstances the buyers moved to have the award remitted. 
The Court decided that where an a bitrator in making his award dealt 
with the cost of that award and his own personal costs, but did not 


~ mention the costs of the parties in the reference, their lordships would 


not assume that he had exercised his discretion to make no order as to 
costs, or to leave each side to pay its own costs. The award must be 
remitted to the arbitrator to exercise his discretion in express terms. 


Subject to Contract” 

The Court of Appeal has affirmed the decision of Eve, J., in Coope v. 
Ridout (1920, 65 S.J. 114), already referred to here along with other similar 
cases lately before the Courts. An offer to purchase a freehold estate 
at a certain price, “subject to title and contract,” was made, and at 
interviews and in correspondence between the parties all the terms 
of the contract were agreed upon and embodied in a draft prepared by the 
purchaser’s solicitors and sent to and returned approved by tHe vendor. 
The vendor subsequently refused to execute the engrossment of the 
contract. It was held that the condition meant ‘‘ subject to the prepara- 
tion and execution of a formal contract,” and had not been complied 
with, therefore neither party was bound, and the purchaser was not 
entitled to specific performance of a contract containing all the terms 
agreed on. The Master of the Rolls, Lord Sterndale, who gave the leading 
opinion, said that prima facie a solicitor writing a letter and making an 
offer to purchase “ subject to contract ” meant “ subject to a formal 
contract being executed.” The present case differed, however, from 
all others that his lordship had referred to, or which had come within his 
experience, in the facts. Here there was a draft approved by both sides, 
whereas in all the other cases the formal contract had not been actually 
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put into draft, or at any rate had not been approved in draft. Did the 
approved draft satisfy the condition of the letter? The question had 
been well answered by Eve, J., in his judgment. He said: “ What is 
the true meaning of the condition? It is fulfilled as soon as you can 
assert with confidence that the parties are ad idem and that a concensus 
on all material points has been reached? Has that occurred here ? 
I do not think so. I think the condition contemplates and requires a 
written contract made infer partes and formally entered into. In my 
opinion, that document had never come into existence, and in the absence 
of it I cannot think I ought to hold that the defendant is bound.” 


What Constitutes Carrying on a Business ? 

One of the Trading with the Enemy Proclamations (that dated 14th 
September, 1915) provides: ‘‘ For the purposes of the Proclamations 
for the time being in force relating to trading with the enemy, the 
expression ‘enemy’ . . . is hereby declared to include . . . any 
incorporated company or body of persons (wherever incorporated) 
carrying on business in an enemy country or in any territory for the 
time being in hostile occupation.” Now, the Société Coloniale Anversoise 
was a Belgian company, having its registered office at Antwerp. In 
January, 1914, six months prior to the war, the Central India Mining 
Co. entered into a contract with the Société to sell them manganese ore 
deliverable in certain quantities during 1914 and the three following 
years, alongside steamer in Bombay. In September, 1914, when the 
German armies were threatening Antwerp, the seat of the Société’s 
registered office, the managing director of the Société removed all their 
goods and money to London, and himself came to London, where he 
informally carried on business in his own name for the benefit of his com- 
pany. During the German occupation which followed, the shareholders 
held meetings in Belgium in order to comply with the Belgian law and 
keep the company in existence. The company also paid and collected 
its debts; this was done to prevent the Germans from winding-up the 
company. All these acts, done in enemy territory were purely formal. 
The real business of the company was carried on in London. But the 
Central India Mining Co. contended (Central India Mining Co. v. Société 
Coloniale Anversotse, 1920, 65 S.J. 91) that these formal acts of the Belgian 
company in Antwerp amounted to carrying on business there, and claimed 
a declaration that their contract was dissolved, since under the Pro- 
clamation the company was “ carrying on business ” in Belgium, and so 
was an “ alien enemy.” The question, of course, was whether acts merely 
intended to keep alive, during enemy domination, a friendly alien company 
could amount to “ carrying on business”’ in enemy territory in such a 
way as to turn a friendly alien company into an alien company. On 
this interesting point there was a difference of opinion in -the Court 
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of Appeal. Lord Justice Scrutton, who delivered a dissenting judgment, 
could not see how the execution of merely formal acts and the collection 
or discharge of debts could amount to “carrying on business” in 
the territory where they took place. But Lord Justice Banks and the 
President held that they could, since they were done with the intention 
of continuing the business, and this majority view, of course, prevailed. 


Workmen’s Compensation—Is a Workman Obliged to 

Undergo Surgical Operation 

The answer to this question depends of course on the facts of each 
case, but where there is conflict of medical opinion as to the result the 
effect of the recent House of Lords judgment in Fife Coal Co. v. Cant 
(150 L.T.J. 369), is to provide an emphatic answer in the negative. That 
was an appeal by the employers from a judgment of the First Division of the 
Court of Session. The respondent was in Oct., 1918, in the appellants’ 
employment as a miner, and sustained personal injuries by accident 
arising out of and in the course of his employment through a stone falling 
from the roof and crushing the thumb of his right hand. He was totally 
incapacitated and was paid compensation. Later he started light work, 
and was paid compensation in respect of partial incapacity until the 31st 
May, 1919. The appellants then sought to terminate the further payment 
of compensation, contending that the respondent’s continued incapacity 
was due to unreasonable conduct on his part in refusing to undergo one 
of two surgical operations, which they, on medical advice, said would 
materially improve the condition of his hand. His own doctor did not 
take that view, and the respondent, in accordance with his own doctor's 
advice, refused to undergo any operation. The sheriff-substitute held 
that the appellants had failed to satisfy him that the respondent's con- 
tinual incapacity was due to his refusal to undergo a surgical operation, 
and his finding was upheld by the First Division. The employers 
appealed. Without hearing counsel for the respondent the House 
dismissed the appeal. 











A brief but graphic account of the remarkable Exhibition recently held at Olympia. 





66 e “} 99 ® 
The “Daily Mail” Efficiency 
Exhibition 

We one cordially agrees with the journalistic policy of our very 

live contemporary, or whether one regards it with a kind of vehement 
abhorrence, the absolute efficiency of the methods by which the paper 
has been made such an unparalleled success cannot be denied. Even 
the most unwilling admirer of the Datly Mail, if he be a student of the 
principles of efficieacy, could hardly withhold a grudging tribute tothe 
remarkable enterprise with which it has been conducted. Remembering 
this, we visited the Datly Mas Efficiency Exhibition, held at Olympia 
from the 10th to the 26th of last month, with a certain expectancy which 
was in no wise disappointed. The organisation was a triumph through- 
out. In the course of a fairly wide experience of business exhibitions 
in London and the provinces, we remember none so vividly interesting 
and appealing to all types of the business mind as this. Without attempt- 
ing to describe the various exhibits in detail—a task impossible in the 
space available—mention must be made of one or two outstanding 
features. 


Motion Study and Major Gilbreth 

The visit of Major Frank B. Gubreth, LL.D.. the well-known American 
efficiency engineer, was an event of unusual interest. It was a liberal 
education to listen to this shrewd and genial expert demonstrating his 
ingenious apparatus for recording the movements of workmen, and to his 
pithy explanations of the remarkable gallery of original photographs of 
laboratory studies. Some of his obster dicta are worth recording. ‘‘ A slow 
movement never did, never will, and never can make the same path 
as a fast movement,” he declared, explaining one weird kinematograph 
record-chart. “ There’s only one right way ; our business is to find it,” 
he added. “Often the expert operators do not know how they do it 
themselves, but we can find out and show them,” he cried triumphantly. 
A talk with Major Gilbreth is a revelation of the possibilities of efficiency 
as a science. Extremely interesting photographs were displayed showing 
the part played by efficiency in the manufacture of the ideal boot for the 
American army and in that of the most restful and comfortable chair for 
the factory worker. Other motion pictures revealed the secret of 
the lightning finger-work of Miss Margaret Owen, the world’s champion 
typist. When Miss Owen posed her wonderful hands for a photograph 
she could not consciously reproduce in repose the attitudes her fingers 
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assumed when actually operating the typewriter. Major Gilbreth 
discovered that the secret of fast typewriting consists in the elimination 
of forearm movement. Finger and wrist work suffice for the swiftest 
operating speed. Another particularly interesting series showed how the 
most efficient method of bricklaying was discovered—a method which 
trebled the bricklaying output of the worker and at the same time 
decreased his operating fatigue. 


A Remarkable Opening Ceremony 

But other equally noteworthy features call for notice. The latest 
achievements of scientific research were successfully “ assembled ” at 
Olympia. The wonders of wireless telegraphy were demonstrated by the 
Marconi Company. The opening ceremony by the President of the 
Board of Trade was itself one of those modern miracles of wireless with 
which we have all become so familiar as almost to lose our sense of the 
miraculous. Sir Robert Horne’s opening declaration was transmitted 
by wireless to the far end of the hall and reproduced by the roar of the 
Stentorphone. Messrs. Dorman’s exhibition of their notable wave-power 
discovery, by means of which a solid block of Cornish granite was pierced 
at the rate of 4 inches a minute, attracted general attention. High-speed 
steel welding by electricity and the work of the gravity conveyer were 
also very popular exhibits. The very extensive place which time and 
labour-saving machines and appliances occupy in the modern office and 
factory was shown by the great number of well-known firms demonstrating 
their particular patents. Advertising was well represented, as befits its 
paramount importance. The displays of other famous firms emphasised 
the great attention which the human factor in business is now receiving. 
In the annexe a very large exhibit illustrated the valuable work of the 
Ministry of Labour’s Industrial Training Department in the training of 
ex-Service men in skilled trades. Much has perforce been omitted from 
this brief survey, but enough has been said to prove that the Efficiency 
Exhibition reached an astonishingly high standard and amply repaid 
a visit. 

A. S. A. 
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Mr. Crew boldly condemns the fatal policy of admiiting secretaries to membership of 
professional organisations without examination. 


Notes for the Company Secretary 


By ALBERT Ornew, Barrister-at-Law 
Author of “ Company Lato for Business Men ”’ 


VI. The Secretary 
3. TO-DAY AND TO-MORROW 


Glasses of Secretaries 


A> regards joint stock companies and other public bodies there are 

to-day two classes of secretaries: the secretary who is a whole 
time subordinate officer of the company and who is paid a fixed salary, 
and the secretary who provides staff and office accommodation and 
performs the purely secretarial work of companies which employ him ; 
he is usually remunerated either by fees or salary. The former type of 
secretary is sometimes merely a secretary in name and does other work 
in connection with the company, and may be its manager, accountant, 
or director. The latter, on the other hand, is usually a professional 
secretary who does nothing but purely secretarial work and consequently 
becomes somewhat of a specialist in the intricacies and pitfalls of 
company work. 

There is another sort of secretary who is not really a secretary at all, 
but a limited company, that is to say, limited companies sometimes act 
as secretaries of companies. In other words, an artificial person takes 
upon itself the personal responsibilities, duties, and liabilities of a living 
person. 


Limited Companies as Secretaries 


It is an anomaly that it should be possible for a limited company 
to act as a secretary of a company. The personal responsibility which 
is implied in the Companies Acts to the position of secretary cannot 
exist if the secretary is a company—a purely artificial person. A secretary 
has unlimited liability in regard to acts of misfeasance, but if the secretary 
is a company the liability is necessarily limited. The secretary of a 
company should in all cases be a living person, and it is a matter for 
regret that up to the present no successful effort has been made to secure 
by statute that desired end. The absurdity of limited companies acting 
as secretaries is seen by the provision of s. 281 of the Act of 1908, which 
provides that a penalty of two years’ imprisonment with hard labour 
shall be inflicted on a secretary who wilfully makes a statement in a 
document relating to a company false in any material particular, knowing 
it to be false. It is easy to see that a limited company could evade the 
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penalty of spending two years as an involuntary guest of His Majesty, 
but it is not equally easy to see how a secretary, a mere servant, could 
avoid the like penalty. In fact, the appointment of limited companies 
as secretaries enables them to evade responsibilities which the Companies 
Acts regard as necessary for the well-being and conduct of limited com- 
panies. The liabilities and duties imposed by statute-on secretaries 
are varied and onerous, and it is not in the interests of purity or of 
efficiency of company administration that the personal responsibility 
implied in undertaking those liabilities and duties should be evaded. 

It is a too common practice for limited companies which act as 
agents for other companies to undertake the duties of secretary at a 
purely nominal salary, on the principle that what they make on the 
agency covers the loss on the secretary. And when these limited com- 
panies are not registered in England, or under the Companies Acts, 
1908-1917, it is not difficult to see that personal responsibility may be 
further evaded and the door for many abuses is thereby opened wider. 

For efficiency of organisation, for purity of administration, for 
convenience of shareholders, and for the best interests of the community, 
a secretary should be a living individual who can be seen, consulted, 
and, if necessary, suffer the penalties which personal responsibility 
brings in its train. 


The Secretary should be a Qualified Person 


In the last century, it was not uncommon for a person having some 
knowledge of accounts—the little knowledge which is often more 
dangerous than pure ignorance—to blossom as the rose and bloom 
as an accountant. The Institute of Chartered Accountants and the 
Society of Incorporated Accountants and Auditors have not only made 
accountancy a profession but have given it dignity, status, and compelled 
the world of commerce and industry tó recognise its worth and value, 
and the terms “ chartered accountant ” and “ incorporated accountant ” 
are to-day almost as commonly understood and appreciated as those of 
“ barrister” and “‘ solicitor,’ and, curiously enough, the differences 
between the work of a barrister and a solicitor are often the same in 
practice as the differences between the work of a chartered accountant 
and an incorporated accountant. The professional accountant has now 
come into his own, not so much by statutory or even by official recognition 
but by proving his worth and value to the community by useful services. 
But what of the professional secretary? Has he come into his own? 
Are companies as invariably officered by professional or qualified secre- 
taries as they are officered by professional or qualified accountants ? 
The answer, at present, must be in the negative. It is rare to find 
any company of repute without its auditors or accountants bearing the 
hall mark of professional standing; but, unfortunately, it is not so 
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rare to find companies of repute—to say nothing of others—with secre- 
taries bearing any mark of professional standing as secretaries. The 
Companies Acts, 1908-1917, provide that a company must appoint an 
auditor, with the only limitation that he must not be a director or officer 
of the company. In practice he is practically always a professional or 
qualified accountant. The same Acts imply the necessity of appointing - 
a secretary, but in practice he is not usually a professional or qualified 
secretary; in fact, he is often a professional or qualified accountant. 
In the middle of the last century it was often the practice for the State 
to appoint barristers as auditors, because of their legal training and 
also probably because of the absence of accountants possessing some 
recognised professional status. Now all that is changed, not by legis- 
lative enactment but by the force of public opinion, following the action 
of the professional organisations insisting upon professional standards 
and efficiency for its members. Too much dependence is often placed in 
statutory or official recognition. The status of a profession is fixed not 
so much by statute but by its usefulness to a community. Good wine 
needs no bush, but it must be inherently good; neither a statute nor 
official blessing can make it good. 

There are, of course, a large number of professional and qualified 
secretaries to-day, the majority of whom perhaps are not engaged in 
purely secretarial work, much of which is done by unqualified secretaries 
or professional or qualified accountants. It is quite true that the work 
of accountant in a measure overlaps that of secretary and vice versa, 
and it may be difficult to keep the two professions in water-tight com- 
partments, but that is no reason why the profession of accountant and 
secretary should not be kept separate and apart. The knowledge, 
experience, and training necessitated for an accountant are different 
to that required by a secretary, and the work of administration of 
companies will be immensely improved when the accountant and secretary 
each confines himself to his own sphere of work. In some cases (e.g., 
small companies) it may be desirable to have a secretary-accountant, or 
an accountant-secretary, but it would be much better for such companies 
to appoint professional secretaries to act for them, just in the same way 
that professional accountants audit the accounts of many companies 
at a more or less fixed fee. It cannot be too strongly urged that the 
secretarial work of a company can only be properly done by a properly 
trained secretary who is fully alive to all the pitfalls and intricacies of 
the Companies Acts. 


The Secretary of the Future 
But what of the future? How can the professional secretary acquire 
the status of the professional accountant. The professional secretary 
must in the main depend upon himself and upon the professional 
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organisation to which he is attached. The professional organisations of 
accountants for many years have taken the utmost care that its members 
shall bear the hall mark of efficiency and knowledge by the twin tests 
_of examination and experience and have convinced the commercial 
world that its members are qualified men. On the other hand, professional 
organisations of secretaries have not followed the almost universal 
practice of other professions, and still admit men to their ranks without 
examination. The public is naturally suspicious of a profession which 
has more than one door of admission. It is quite true that most pro- 
fessions in their early days find it necessary to admit men without 
examination—there must be a nucleus of practising men to start with. 

One professional organisation did not fall into the line of other 
professions as regards examinations until it had reached its majority, 
and then not without considerable pressure from without. Even now 
the door of exemption is ajar, being kept open by the foot of the eminent 
secretary The time has surely come when that foot should be with- 
drawn and the door shut once and for all. The fatal policy of admitting 
members without examination has in the past contributed not a little 
to the present unsatisfactory position of the secretary. The future is 
brighter. The professional organisations of secretaries are following 
rather laggardly in the steps of the professional organisations of accoun- 
tants. It will be the rule, not the exception, for its members to be tested 
by examination and experience for admission to its ranks. There should 
be no exceptions to that rule even in the case of the most eminent persons. 

It is probably too late in the day for professional secretaries to insist 
upon secretaries of companies being professional secretaries, they have 
too long deferred putting their houses in order. Hence it is probable 
that companies will be more generally officered in future in their secre- 
tarial work by professional secretaries, but that the professional 
accountant will often hold the office of secretary. In short, the 
professional secretary is gradually coming into his own, but not his 
very own. 








Further interesting detailea of the various processes of tea-making are given in this 
readable article, by a well-known planter. 


Modern Methods and Management of 
the Tea Trade 


By J. CREIGHTON 


The Tea Garden 
(Continued) 


| the preceding article the grant of land which is to become a tea 
garden was divided into Rhombs (figures whose sides are equal but 
whose angles are not right angles) each rhomb containing 20 acres. This 
was done by designing a series of roads through the grant. They will 
come into being at the time arranged for planting out any particular 
block of 20 acres, They will first be used as nurseries wherein to raise 
tea-plants from seed for some eighteen months, at which age the plants 
will be ready to plant out. As the routine of planting one 20-acre 
plot will be the same for another, the method of treating one of the 
plots nearest the future factory site might be described. 


Clearing and Sowing 

The road surrounding the plot will be cleared of all jungle and roots, 
It will then be carefully deep-hoed by men and the upper soil will be 
finely broken up by children. The breadth of the nursery bed may be 
five or six feet, and if the length be 1,000 ft. this will allow of about 
80 Ibs. of seed being sown in it. One bed on each side of the block to. 
be planted will therefore accommodate the 320 Ibs. of seed necessary 
to supply plants at a future date to plant the block. 

The seeds may be sown in the beds six inches apart. But this would 
necessitate the plants being put out after a year’s growth, and at that 
age the roots would be small, the plants would be delicate, and would 
run a greater risk of being burnt up by the sun than would the more 
hardy 18-month-old plants, which were grown from seed sown in the 
nursery eight inches apart. The cost of upkeep of a nursery in which 
the closer sowing is adopted is less than when the sowing is wide. A 
greater percentage of healthy plants being obtainable from the wide 
sowing, good ultimate results are practically insured. On the other 
hand, very excellent results have been obtained from the closer sowing, 
especially where the rainfall has been good at the planting out season. 

The greatest care should be taken to see that no trees overhang the 
ground in which the seeds are sown, as the dew falling from these is 
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injurious to the good rearing of the plants. If the district in which 
the grant lies is subject to droughts, the shading of the nurseries should 
be done as soon after the seeds are sown as possible. The shading 
may be made by erecting roofs of thinly put together thatch—thin 
enough to admit of a certain amount of light and air—and supported 
by stakes about two feet high. During the rainless season the nursery 
beds should be watered, and at regular intervals they should be carefully 
weeded. Protection against cattle trespass will.now have to be considered, 
and the best way to do this is to entirely fence in the acreage to be 
planted including the nurseries. For future adjacent extension work 
one side of this fencing will be taken up and continued into the next 
block. The expense of fencing-in only two more sides of the 20-acre 
block will be necessary in the fencing-in of 40 acres. This is an extra- 
ordinarily economic and efficient way of settling the fencing question. 
It is hard to beat barbed wire supported on iron standards for this work. 

As the plants in the nurseries are nearly ready to be planted out into 
their 20-acre block, the work of clearing the jungle may be taken in hand. 
Men will proceed on this armed with axes, grubbing maddocks, knives, 
etc., and they will clear the ground of all vegetation and roots. In the 
course of this work they will meet with trees which will be suitable for 
cutting up by sawyers into convenient sizes for building purposes. This. 
timber should then be stacked in the open exposed to the weather. 
From this, excellerit seasoning results will be obtained if care be taken to 
protect it from the attacks of white ants. 


Draining and Terracing 

The land to be planted having been cleared, the important work of 
draining should be put in hand at once. To do this work after the 
area has been planted handicaps it very seriously. When the ground is 
clear, levels can be easily seen and taken and should it prove to be of a 
flat nature, the drains should run in straight lines parallel to the future 
rows of tea-bushes to the place selected for the discharge of the water 
they accumulate. Should the land prove to be undulating, contour 
drains, (i.e. drains following the contour of the undulating portions) 
should be made, and these drains should have no outlet in districts 
subject to drought. 

Should, however, the land prove to be hilly, terracing will have to 
be resorted to. The object of terracing in the first place is to prevent 
denudation of the soil, that is, to prevent the heavy rain washing the 
upper surface of the soil to the bottom of the hill. These terraces will 
be made at intervals of, say, two feet all the way up the hill, and each 
terrace will be level and follow the contour of the hill. The first of 
these should be put out with the aid of a level, and the remaindei may 
be put out by means of a Ceylon Tracer, beginning at the bottom of 
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the hill. The surface of some of these terraces may be large in area, and 
in such cases it is well to put contour drains close to the terraces at the 
back of these areas. If these terraces are carefully made first and 
planted out afterwards, instead of, as in the old method, planting the 
hill first and making the terrace afterwards, very excellent results are 
the outcome. The problem of drainage does not present itself, for 
the rain in its progress down the hill is gently arrested and forced to 
percolate and feed the roots of the tea-bushes. Grass may be encouraged 


to grow on the perpendicular face of the terraces to strengthen 
them, 


Planting 


According to the style of planting to be adopted, 7.e., the distance 
the plants are to be apart, stakes will now be driven into the ground 
to mark the position of the plants. Care should be taken to see that the 
rows of stakes run parallel to the roads, hence it is better to start off 
by putting in the stakes which are adjacent to the roads first. When 
the whole area is staked out the positions of the shade trees at distances 
of about 40 ft. apart should be fixed, and marked with more conspicuous 
stakes than the small ones used for marking the positions of the tea 
plants. To do this it is better to bisect the rhomb with the first line 
of stakes, running parallel to the roads and from this line work out 
towards the roads. 

One of these rows of trees will occupy a distance of 960 ft., and the 
difference between this figure and 1,009 ft. will allow for the trees not 
overhanging the roads, and thus injuring them in the rainy season. ` 

These trees (Albizzta) have the peculiar faculty of inhaling nitrogen 
from the air and exuding it through their roots into the ground, thereby 
supplying the tea plant with one of its most necessary foods. But 
apart from this, on account of their beautiful wide-spreading foliage, 
they shade the tea plant from the fierce glare of the sun and supply it 
with a useful green manure in their falling leaves. 

When staking on terraces has to be done, especially if the hill to 
be planted is steep, it is much better to abandon the idea of up-and-down- 
the-hill straight lines and stake along the terrace at the distance arranged 
in the style of planting, care being taken to see that no stake is nearer 
to the edge of the terrace than two feet. 

The future position of each plant having now been marked, the 
work of digging pits wherein to plant the young saplings may now be 
undertaken. The pits will be at least 18 ins. deep, and will be dug under 
each stake. As the stakes are being removed one by one it is not a 
bad plan to collect them and tie them together in bundles of fifty, and 
store them for the work of next year. The greatest care should be 
exercised in lifting the plants from the nurseries to see that the largest 
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possible amount of earth is left attached to the roots. If the “ tap-root ” 
of the plant protrudes beyond the earth lifted with the root it is better 
to cut the protruding part off than to plant it with the kink or bend in 
it which contact with the bottom of the pit would assuredly give it. 
Only the best plants in the nursery should be selected. In districts 
subject to great drought, the method of pouring water into the pits 
before planting is often resorted to, and this often saves a plant which 
finds its position a very exposed one. When a plant is placed in its 
pit, the earth to surround the root will be most carefully filled in and 
gently rammed till it is fairly tight. The work of planting the area is 
now completed. The work has taken say, twenty months, since the 
first opening of the grant in the case of the 18-month-old seedlings or, 
say, eight months after the first opening of the grant in the case of 
six-month-old seedlings. During the interval of the plants growing in 
the nurseries from seed the labour has been employed on other work 
in the grant. The planted area will now have to be left to grow for three 
years before “coming into bearing ” or yielding leaf in any quantity. 
During that time it will have to be hoed and the ground near the plants 
carefully forked at stated intervals. 

If the newly planted area is very much exposed to the rays of the sun 
it is advisable to “ turf-shade ” the plants. This is a most economical 
method of helping them to establish themselves in their new surroundings. 
Clods of earth, six or eight inches long, are taken from the adjoining soil 
and built up on end round the buried root of the plants and on the most 
sunny side of them. This brings about the effect of creating and retaining 
moisture in the cavity thus formed, thereby keeping the plant cool and 
refreshed. Watering the plants in very droughty weather should be 
resorted to if the plants are seen to be suffering. 


Pruning 

Judging by the height and the general good health of the plants, 
rather than by calculating the number of months they have been planted, 
a decision may be arrived at that they are ready to stand the treatment 
which will make them grow as bushes instead of naturally becoming 
trees. Say that they have reached this stage after two years, they 
will all then be cut down to within a few inches of the ground. These 
few inches usually vary between four and nine inches, according to 
conditions. Below this point of pruning, strong shoots will be thrown 
out during the coming season, and when these shoots have attained a 
height of two-and-a-half feet their succulent tops and attached leaves 
will be broken off or “ plucked ” and converted into tea. If desired the - 
bushes may be left unpruned for the next season. But in any case whether 
now or at a future date the bushes will again require to be pruned with the 
object of making them into good bushes. This is done by selecting the 
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best ten shoots which have sprung from below the original pruning point 
round the stem and leaving them to grow, cutting away all the rest. 
These selected shoots, which have now assumed the importance of branches, 
will be cleaned of all superfluous side growths, after having been pruned 
to 12-14 ins. above the ground. These branches will in turn throw out 
shoots to form the bushes, and are kept at a height of two-and-a-half feet 
to three feet high, so as to allow of their being easily plucked. 

The above is an attempt to give in a few words an idea of the subject 
of pruning, a very important item in good tea-garden management, 
which has been much discussed and written about. The foregoing gives 
a fair idea of the opening-out process of 20 acres. The remainder of the 
grant is proceeded with in a similar manner. The more blocks that are 
taken in hand at one time the better. 


Hoeing and Manuring 


The whole of the acreage planted will require te be hoed every year 
as many times as the men of the labour force are capable of doing it. 
In some districts the jungle grows so fast that nothing under seven 
rounds of hoeing in the year will keep it down. Five rounds of hoeing 
per year is a low estimate, though some gardens are able to get along 
on it and show good results. Deep hoeing is carried on in the rainless 
season, when the ground is turned over to a depth of some 18 ins., and 
light hoeing of a lesser depth during the rainy season. Hoeing is the 
most important item in good cultivation, but close to it in importance 
is the item of providing food for the plants in the form of suitable 
manures, such as local cattle manure, imported chemical manures, green 
manures or top-dressing. Virgin soil will not require much manuring, 
but when the subject has to be considered seriously it is better to start 
off with an analysis of the soil and find out thereby what class of manure 
is most suitable for it. The most efficient way of managing the manuring 
work is to make out a programme of the work to be done for, say, ten 
years, and carry it steadily through. This method produces excellent 
average results. A comment on the value of these manures might be 
of interest. Cattle manure is a cheap form of manuring, but it is 
handicapped by the fact that it becomes almost useless if exposed to the 
sun; elaborate care has to be taken to prevent this, such as building 
special storehouses for its accommodation, etc. Chemical manuring is 
expensive, but the results are good in most cases. Green manuring, 
(t.e., sowing the seeds of quick-growing nitrogenous plants through the 
tea-planted area and hoeing the resulting crop into the ground) is cheap 
and gives quick and excellent results. Top-dressing with soil which 
has been rain-washed for years off the surface of the surrounding ground, 
and which contains a good percentage of tea-plant food, 1s expensive, 
but the results are always good. 
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The Tea Factory . 

- The construction of the tea factory and the proper arrangement of 
its machinery is one of the most important items in a well-ordered tea 
garden. The completion of this work should be coincident with the 
planted area first “ coming into bearing ” or yielding leaf in any quantity. 

The modern methods of solving the problem of best building construc- 
tion and laying out of machinery aims at the automatic production of 
the article desired. The ingredients of modern bread are put into the 
factory at one end and automatically come out baked loaves at the 
other. Tea planters are beginning to realise that there is no reason why 
the green leaf should not be put in at one end of the factory and more 
or less automatically come out tea at the other. Hence it is that when 
the tea factory problem is being thought out it should be faced from the 
point of view of putting down the machinery first and building the house 
over it in preference to any other point of view. 

The nature of téa-making is of the fine-work order. It is therefore 
absolutely necessary that good light should be given to the workers. 
The building should be designed to give the greatest amount of light 
and this light should come from overhead. The process of tea-making 
necessitates its passing through six rooms after the leaf hag been withered. 
These are the rolling, fermenting, firing, sorting, packing and storing 
rooms. And these rooms should all be under one roof. Modern heat 
non-conducting building materials are so efficient in helping to regulate 
temperatures to the desired degree that there is no object attained in 
excluding the fermenting room from sharing the tea factory roof. 

Now it follows that if these rooms are placed under one roof and in 
the above consecutive order that much expense and trouble in working 
the factory will be saved. The handling of the leaf will be reduced to 
a minimum, and by the automatic principles employed the average 
good-result work of the year will be considerably raised. The rooms 
would all be on the ground floor, and the leaf after being rolled, with 
the object of breaking up the cells of which it is composed, would pass 
immediately to the fermenting room, where it would be fermented to 
the desired amount. From thence it would pass on to the adjacent 
firing room to be ovened, with the object of arresting the fermentation. 
It would then pass automatically to the sorting room to be automatically 
sorted, finally passing to the packing and storing rooms. 

So impressed has the author been by the urgency for reform on 
economical and common sense lines in the matter of correct factory 
construction and tea manufacture, that he has embodied in a complete 
scheme his accumulated notes and experiments of nineteen years’ prac- 
tical experience, the blue prints of which are just now completed. The 
details would be too technical and of doubtful interest in a short article 


such as this. (To be continued) 
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Getting New Business from Closed 
Accounts 


By FRANKE NUGENT 


Doo- the past three years, both wholesale and retail houses have 
found that many accounts which, previous to the war, were con- 
sidered slow and somewhat unsatisfactory, have developed into good 
discount payers. Speaking as a credit manager for one of the largest 
wholesale houses in the country, I may say that whereas previous to the 
war I had to write on an average thirty letters per day to overdue 
accounts, the number during 1919-1920 did not average more than four 
daily. Many accounts which had, pre-war period, been conducted on a 
strictly cash basis, blossomed out into most satisfactory discount accounts. 
One might say “ Ah! but there must have been some good reason for 
giving credit to these customers who had in the past paid cash?” 
Yes, it sometimes happened that an order would be received from a 
“bad” account amounting to a considerable sum. A pro forma invoice 
was sent, but owing to the customer’s previous record it was not antici- 
pated that cash for the full amount would be sent ; possibly a remittance 
for a few of the lines ; but instead a cheque or cash would be sent covering 
the whole amount invoiced, less the usual 3} per cent. prompt cash dis- 
count. This occurred time after time with many cash customers, until 
eventually a regular credit account was opened. 

Speaking from my own experience, practically the whole of these 
previously cash accounts where reopened on a credit basis are now paying 
on discount terms. Iam just giving these particulars in order to show 
the huge amount of business that must have been missed by both the 
wholesaler and the large retailer doing a credit trade, who, having these 
previously bad payers marked up on the records as cash accounts, had 
never during the period of the war taken the trouble to ascertain if the 
financial position of such customers had been affected in any way. My 
point is this: that many of the people who had been refused credit had 
taken their trade elsewhere and, as their position improved, eventually 
opened a credit account with a competitive house. 

Now most houses have on their books a number of cash accounts, 
and possibly if reference were made it would be found that with many 
of them no business had been done for three or four years. But it is 
certain that these cash names are doing business with other houses. A 
large retail house having on their address records 25,000 accounts, many 
of which had been marked strictly cash owing to slow payments in the 
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past, sent circulars of a special sale lasting only three days. These cash 
customers were included and a good number who had not purchased 
anything for a considerable period either called in or wrote, and the result 
was that in view of the references and information given it was possible to 
open with a deal of confidence quite a good percentage of credit accounts. 

This occurred during July last year, and the manager of this retail 
establishment store informs me that the bulk of these reopened accounts 
are paying quite satisfactorily on due dates. 

I firmly believe that business houses might with profit to themselves 
make an effort to sound these closed accounts. This could be done by 
the wholesaler through their travellers. A list of these cash names 
could be got out and the wholesaler’s representative could be instructed 
to follow up on his regular journey. In the event of an order being 
taken references would be asked for. If the draper’s position was a 
sound one the information would seldom be refused. In the event of the 
traveller working a stockroom in place of ‘‘ barrow ” a special invitation 
would be sent to each of these customers to pay a visit. 

With regard to.the retailer some of whose customers had declined 
business possibly owing to a refusal to give credit in view of past experience 
having been unsatisfactory, I would suggest a circular letter, in which 
mention might be made of new lines or general catalogue might be sent. 

I am convinced that the past few years have considerably altered the 
financial position of a good many people, and that many of the pre-war 
slow payers are now able to pay accounts when due. 





Cocoa Firm’s Generous Pension Scheme 


M J. S. Fry & Sons, Ltd., of Bristol, chocolate and cocoa manufacturers, 

have just adopted a scheme for providing pensions for their male employees. 
They have undertaken to pay into a pension fund annually a sum equal to the 
total contributed by their employees, whose payments under the scheme must 
represent a percentage on their wages, this percentage being fixed by age at the 
date they join the fund. The firm have met the case of their older men, says the 
Daily Chromtcle, by crediting them with contributions equivalent to those they 
could have made (1f the scheme had been in existence) during half their past service. 
This has been calculated at the post-war rate of wages paid in June, 1920; so 
that the “ back-service ” gift from the company is based throughout on the rate 
of wages now being paid, multiplied by half the number of years of service of each 
employee. In case of death, or the withdrawal of a member before he reaches the 
pensionable age of 60, all lus personal contributions accumulated at compound 
interest will be returned. 





Another characteristic budget of “ good things’ from Dr. Powells apparently 
inexhaustible collection. 





Table Talk on — ‘Topics 


By Dr. Err T. POWELL 
Formerly Editor of the “ Financial News ” 


E month we chatted about the occasional neglect of the most 
obvious and easy precautions in the matter of business, especially 
with unknown people. Of course, there is such a thing as over-caution. 
The classic city case is the story, not very new, of the distinguished 
banker, now passed away, who was asked by a clerical visitor for a 
small donation to a fund for the benefit of the poor. “ He that giveth 
to the poor lendeth to the Lord,” quoted the cleric. 

“ I am sorry, Mr. X,” replied the banker, “ but it is contrary to my 
practice to make advances on such security.” 

But there is a better tale from the other side of the Atlantic. Some- 
where in Georgia during the American Civil War, Sherman’s troops 
poured treacle down the pipes of a church organ, and spoilt its effective- 
ness. Forty years later, after the instrument had wheezed for more 
than a generation, the congregation got to work to provide another. 
The twelve-year-old daughter of one of the church officials had heard 
vague rumours of the wealth of Mr. G. W. Perkins, then Mr. Pierpont 
Morgan’s partner. She sent him an artless letter, asking for a few dollars. 
Perkins, with characteristic generosity, telegraphed a reply— 

“Buy the organ and send the bill to me.”-—GrorceE W. PERKINS. 


The cost of the organ was to be $2,000, and the community were 
entranced by the reply. But they thought that perhaps Mr. Perkins 
might be a rash enthusiast, so they sent to ask for some assurance that 
he could really afford $2,000! And his references were quite satisfactory, 
though I do not know if Mr. Pierpont Morgan was given as one of them. 


What is a Capitalist ? 

Sir Robert Perks has been writing to The Times about a foreman who 
is worried because a fellow workman called him a d——d capitalist. 
“ How much,” asks Sir Robert, “is a working man allowed to save 
before he can be called such a thing?” Well, speaking with strict 
technicality, he need not save anything at all, since every workman is a 
capitalist. Capital is simply any fund in any form which is devoted to 
reproductive purposes as against mere consumption. Consequently, as 
soon as the workman provides himself with a suit of clothes, or with a 
breakfast as a means of sustenance, he has become a capitalist, because 
he has deliberately devoted that part of his possessions to reproductive 
purposes. Treated in this way, the conundrum becomes quite easy of 
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solution. It is nothing like such a puzzle as the familiar City problem 
which has descended from monastic ages as to when a business man 
becomes bald. There is a time when he possesses a full head of hair, 
and there is also a period when it has all but entirely disappeared. At 
some intermediate stage he becomes bald, but precisely when that stage 
begins nobody has ever yet been able to determine. At one time it was 
believed that the real solution was numerical—that is to say, the 
individual was bald when he possessed only 250 hairs, though he was 
not bald if he could count 251. But this view, though extremely » 
plausible, has never been able to sustain itself. 


The Prince, D.Sc. 


However, we are daily getting nearer to more precise and scientific 
notions of all the great principles of economics. Nowadays there is 
some hope for the man who seeks to indicate the real nature of capital, 
whereas twenty years ago he might as well have got up at the street 
corner and talked about the Binomial Theorem. In this connection 
I am delighted to see that the Presentation Day ceremony at the 
University of London in May will include the conferring of the degree of 
Master of Commerceand D.Sc. on the Prince of Wales. Presumably the D.Sc. 
will be that degree in the Faculty of Economics. This degree is at the 
moment the nearest possible approach to the Doctorate of Commerce, which 
the University has established. Some years must elapse before the degree 
can be attained, and meanwhile the D.Sc. (Econ.) is the proxtme accessi. 
Remembering that our existence depends upon our trade, there is 
something quite happily auspicious in this prominent association of the 
heir to the Throne with the very praiseworthy attempt to put commerce 
among the learned professions. Another very felicitous coincidence is 
the fact that the hood of the London degree of D.Sc. is scarlet lined with 
gold—so that the lining is a perpetual reminder of the precious commodity 
around which for many a century all commerce has centred. Incidentally 
I may add that I have worn this hood myself in the pulpit of a crowded 
London church—another proof that we are learning new relationships 
between things once deemed utterly incongruous and mutually hostile. 


A Happy Survival 

The hood, of course, is a survival of the picturesque costume of 
mediaeval days. At that period the graduate was recognised by his 
hood. The colour told you his degree and university—just as it does 
to-day if you know how to recognise it. But in those times practically 
everybody’s social status was determined by his dress. That was a 
picturesque state of atfairs of which practically the only two survivals 
are the smock frock of the agricultural labourer and the butcher’s blue 
overall. For the life of me I cannot see that we have advanced when 
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we have changed the brilliant colouring and varied “cut ” of mediaeval 
costume for the melancholy and depressing uniformity of tubes. We 
travel in tubes and we live in tubes. What else is a coat but a tube with 
two other tubes stitched into it, and what is a pair of trousers but two 
tubes side by side? As we become healthier we shall work back to the 
mediaeval love of brilliant hues. Wherever men are really healthy they 
love bright colours, though at the moment the business man can only 


display them in necktie, shirt and socks. 


Somehow I think that the modern business man is beginning to wake 
up to the aesthetic influence of his clothes. Carlyle wrote a whole 
philosophy around them in Sartor Resarius, but I doubt if the modern 
reader is as well acquainted with Prof. Teufelsdréckh as he ought to be. 
Still, the smart attire of the modern business man is a perfect phenomenon 
to those whose memories extend to the closing years of the last century. 
Everybody nowadays looks after the crease of his trousers, freshening 
it with the press, or the flat-iron, or the Encyclopaedia Britannica. 
Thirty years ago it only made its appearance on new garments, and 
from them soon disappeared. Look at the statues of the great mid- 
Victorians, where they are represented as trousered, and you will discern 
no crease. In fact, the business men who first attempted its permanency 
were criticised as dandies, and flatly told that it was unworthy of a serious 
person to waste time on such obvious superfluities. And yet it is to-day 
a truism that the well-dressed man will do better work than the sloven. 
The daily morning bath (another innovation of the last twenty years), 
the well-fitting, regularly pressed suit, the aesthetic get-up of the rest 


of the outfit—all these create a sense of immaculate and blithe well- 


being, combined with a resolution to tolerate no slurring, no trifling, 
no neglect. And this sprightliness makes a very potent factor in the 
economic output. A dozen well-dressed men will do as much as fifteen 
il-dressed, and do it better. 


To the Other Extreme 

When at length the transformation eventuated from neglect to 
dandyism, some people went from extreme to extreme. One of the 
leading business figures of our time, a man who would handle millions 
in the course of a single morning, put on a new pair of trousers every 
day, and never wore the same pair twice. His silk hat (they were only 
a guinea apiece in those days) was a similarly daily novelty. Every 
morning witnessed a new one donned, every evening saw it discarded. 
But legend has it that at length our friend began to suspect that the 
guinea hats were like a stage army. The same Lat, he surmised, came 
back again and again. Thereafter, each evening, the foot of the wearer 
went through the crown of the hat which had adorned his head during 
the day. He was not going to pay for it twice over. 
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The Hat Trick 


Some of the older appanages of business attire have, it is true, gone 
by the board. The frock coat is obsolete, the silk hat rather an exception, 
though it was all but a sine gua non in my early City days. One of the 
most successful multiple-shop chairmen of our time was thirty years 
ago an apprentice to a silk-hat retailer. In the long warehouse upstairs, 
where the hats were stored in band-boxes, it was the practice of the 
’prentice to try his catapult, at fifty feet, upon the labels on the-hat 
boxes, and he rarely failed to hit the target. In fact he was more 
successful than that. On one occasion, when the proprietor himself 
was fitting a City alderman with a new “topper,” he personally fetched 
a hat downstairs. - 

‘ The very latest thing, a lovely shape, just arrived from the makers,” 
said he, lifting it from the box and removing the encircling tissue paper 
with a skilful flourish which left the “ nap ” undisturbed. 

“ Why, there’s a shot-hole right through it ! ” exclaimed the alderman. 

The catapult had done its work too well. The succeeding interview 
between proprietor and ’prentice was of so painful a character that 
not one of the multiple shops has ever stocked a catapult, or ever will. 
Even now the chairman never sees that simple piece of ordnance without 
a quiver of agonised reminiscence. 


An Old Fight Recalled 


There were Titans of finance in those creaseless days, and they fought 
no mimic battles. In our time finance of the colossal species finds its. 
outlet in ever-increasing aggregates of capital marshalled under a single 
control for the conduct of some gigantic enterprise. In those days the 
Titans were impatient of these comparatively slow processes. They 
aimed at market movements, huge and rapid, which should make fortunes 
in a month or two. Sometimes they were un-made, at an even greater 
pace, when some deadly crisis in foreign politics (that bane of all financial 
stability) arose at the most critical point of the operation. Two such 
Titans, rivals in a single section of the market, fought long for dominance. 
One still survives, a brilliant and popular figure in politics and journalism ; 
the other has departed. It was this latter who asked me whether-he 
might hire, for a week, the complete control of the Mining Market report 
in a daily financial newspaper. He would pay £20,000 for the privilege, 
and within that week his panoramic operations, chronicled by his own 
pen, would “ smash ” his envied rival. I told him the proposition was 
unthinkable; he had better abandon it. After the lapse of a week 
or two, I mentioned the proposal to the destined victim of the scheme. 
He took it with the sang froid that has never deserted him, at crisis 
after crisis of his strenuous life— 
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“I wish you had let him have it. I should have survived the worst 
lie could do. Then I could have paid £20,000 for my week and snuffed 
him out for ever.” 


Hiding the Corpus Delicti 


Nowadays there is a dandyism in desks rather than in clothes. It 
was about time, for the business man’s desk when I first came to the 
City was a sight that would have made an angel weep. In this connec- 
tion I see that the series of “ Notable English Trials ” has been recruited 
by a volume on the trial of the Wainwrights, edited by the late H. B. 
Irving, the talented son of Sir Henry Irving. Wainwright, it will be 
remembered, concealed the body of his victim first in a warehouse in the 
Whitechapel Road and then attempted to convey it to a cellar in the 
Borough. On the way thither he was arrested with the remains in 
his possession. There was then, and for some time after, a high official of 
the Treasury notorious for his untidy business habits. It used to be 
said in Whitehall, “ What a fool Wainwright was! If he had taken the 
body of Harriet Lane and put in on the top of Z.’s desk it would never 
have been discovered among the litter and lumber.” Here was the solution 
of the criminal’s eternal puzzle, how to get rid of the corpus delicti. 


Lumber Street 


“Lumber!” What unsuspected associations lie in that expression 
—for Lombard and lumber are the same word! Originally the practice 
of pawning was carried out by and with the Lombards, t.e., the men 
from Northern Italy, then the financial centre of the world. Such 
practitioners lent money on all kinds of movables deposited with them 
as security. They really kept pawnshops. But, inasmuch as the 
practice of pawnbroking thus carried on led to the accumulation of a 
vast and varied assortment of goods upon which money had been lent, 
the word “lumber” was transferred from the shop to its contents— 
“ baggage, lumber, or trumperye,’’ as one writer calls it—-while the 
establishment itself became known as a “ lumber-house.”’ Thus the word 
“ Lombard ” became gradually shortened into lumber, so that as early 
as 1617 we find a foreign money-lending institution (monie de piedad) 
defined as “ a lumber or bancke to lend money for a yeare to those that 
need.” Later, in 1677, Yarranton proposes, among “ English Improve- 
ments,” the provision of a “ lumber-house, whereby all poor people may 
have moneys lent upon goods at very easie Interest.” In the Bubble 
year subscriptions were actually invited into a scheme for “ erecting 
Lumber-Houses, Loan-Offices, etc.” The connection between Lombard 
and lumber is only one of a thousand similarly romantic associations 
which lie, all unsuspected, awaiting the discoverer. Who would ever 
have thought that a bank is really a modern lumber-room ! 
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Learn the Typewriter 


Nor is the wonderful modern desk, with all its muddle-saving and 
memory-prompting devices, the only conspicuous development of the 
mediaeval side of one’s personal office tools. Two men spent some hours 
in discussing their latest plans. Then arose the necessity of embodying 
one of the proposals in a letter which ought to catch the same night’s 
post. 

“ A pity we haven’t got the typist here,” said one of the parties to 
the long discussion. 

“Tt doesn’t matter,” was the reply of the other. Forthwith he 
uncovered a typewriter of his own, in a recess of the library, and pro- 
ceeded, with no common dexterity, to type out the required despatch. 
He managed the shift-key to a minimum of mistakes. He had the 
carbon available, too, so that there was not a moment’s delay in getting 
the whole transaction into proper form. All of which impressed upon me, 
pretty forcibly, the advantage possessed by the business man who can, 
in emergency, type a letter for himself. He may not be able to do it 
at the headlong pace of his expert typist, but it is a valuable accomplish- 
ment to be able to do it at all. Most precious is it, perhaps, when some 
extremely confidential letter has to be written, in circumstances which 
render one reluctant to entrust the secret even to the typist upon whose 
discretion the most absolute reliance is placed for all ordinary purposes. 
Shorthand is a priceless acquisition for the busy man. Well, here is a 
hint that the capacity to use the typewriter may, on occasion, develop 
an almost equivalent value. 


nd ee. Sen eee 


The Basic Principles of Industry 


T principles upon which industry should be based are sımple, however 

difficult ıt may be to apply them ; and 1f they are overlooked it ıs not because 
they are difficult, but because they are elementary. They are simple because 
industry is sumple. An industry, when all is said, is, in its essence, nothing more 
mysterious than a body of men associated, in various degrees of competition and 
co-operation, to win their living by providing the community with some service 
which it requires. Organise it as you will, let 1t be a group of craftsmen labouring 
with hammer and chisel, or peasants ploughing their own fields, or armies of 
mechanics of a hundred different trades constructing ships which are miracles of 
complexity with machines which are the climax of centuries of invention, its 
function is service, its method is association. Because its function is service, an 
industry as a whole has nghts and duties towards the community, the abrogation 
of which involves privilege. Because 1ts method 1s association, the different 
parties within it have rights and duties towards each other; and the neglect or 
perversion of these involves oppression —Mr. R. H. Tawney, wn “ The Sickness of 
an Acquistiive Society.” 
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To THE EDITOR or “ BUSINESS ORGANISATION AND MANAGEMENT ” 
“THE CLERK AND HIS FUTURE ” 


Sir,—As a Railway Clerk I was much struck with Lt.-Col. Disney’s article 
on “The Clerk and His Future,” in your January issue. 

Setting aside the exact relationship between “hustle ” and “efficiency,” his 
remarks on class distinction and its effects are absolutely correct—except upon 
one very material point. The clerk is not, as a rule, “ content ” to remain where 
heis. As may be deduced from Lt.-Col Disney’s remarks, beis rather ‘‘ compelled ” 
to do so. The result is a very natural sense of repression. The more capable clerk 
wishes to make the utmost use of his abilities: but he is not allowed to do so. 
He sees “the so-called gentlemen, or at least those with money and irfluence,”’ 
given special opportunities of learning the business, and of developing what powers 
of organisation and administration they may possess, with a view to taking over 
the more important and responsible posts in due time. He often longs to try his 
own powers; but no! he is permanently classified—a mere clerk. He will admit 
that the ‘so-called gentleman ” has, or ought to have, a better education at the 
time of entering business life, but cannot see that this 1s a reason for giving him 
every subsequent advantage; or understand why one so fortunate to have a 
good start should be carefully protected from competition. 

A little reflection will show that, in the very nature of things, the clerk cannot 
be content. Now, consider the result, from the point of view of the efficiency of 
your business. Under the English system your clerks must necessarily be dis- 
contented, except such as may be temperamentally inert. This is the logical 
conclusion, and is borne out by experience. Hence the rapid conversion of the 
naturally conservative clerk to Trades Unionism, and his increasing tendency towards 
Socialism, Communism, or any other “ism ” which promises some outlet for his 
energies; some escape from his present position. And you, a business man, 
have to combat the American, with his clerks such as Lt.-Col Disney has described ; 
and the German: who, it has been well said, is dangerous not because he has 
better brains than we have, but because he makes so much better use of the 
average man. The Bntish clerk is inert or discontented. If he is to be efficient, 
he must be content as to his prospects, and keen and energetic to make the most 
of them: not as regards Communism or Bolshevism, but as regards the business 
he is engaged in. Does not the situation point to a great loss of potential energy 
. in Bntish industry ? 

Yours truly, 
H. Horrrs VICKERS. 


l4 Fountain Sireet, 
Huil. 


EXTREMIST FALLACIES AND MISREPRESENTATIONS 


SIR —In view of the constant references in your columns to the hampering 
effect on industry of labour unrest, it will probably interest your readers to hear 
that the Industrial Publicity Bureau, in whose founding and development I had 
the honour of taking an active part, is issuing for the use of employers of labour 
a series of short talks on industrial topics, which are printed in the form of little 
folders of convenient size to slip into the men’s pay envelopes each week. 

The first sıx of these little talks (we call them P.D.T.’s—short for Pay Day 
Talks) have already been issued,and P. D.T.’s will continue to be published every 
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week, dealing in turn with every possible subject of interest to the working man 
in his relations with his employers and industry in general ; particularly they aim 
at enlightening him in simple language on those economic laws, of which he feels 
the operation, but which he does not understand—such as the cause of high prices, 
unemployment, etc., and the resulta of strikes, “ ca’ canny,” and so forth. 

This is the first national effort ever organised by the employers to show their 
employees “the other side of the picture.” Leading industrialists are of one 
mind, that in this way, and this way only, can the insidious extremist and 
revolutionary propaganda, which 1s misleading and antagonising labour, and 
threatening the stability of industry be counteracted.. What we are doing is by 
means_of P D.T.’s to educate the workers up to the employers’ point of view, and 
their own best interests. That is of necessity the very groundwork of all efforts 
towards a good understanding between Capital and Labour. 

The cost of operating the scheme, I might mention incidentally, is so small 
that there 1s no reason why every firm in the country should not participate. 
Any employer of labour wishing to see specimen P.D.T.’s and to receive details of 
the scheme, can do so by writing to me. ~ 

Yours faithfully, * 3 . 
Lewis E. Dicxins. * 
11, Archer Road, Penarth, a 
South. Wales. 


4th February, 1921. 


BUSINESS ORGANISATION AND MANAGEMENT 


ts published on the 1st of each month. The rate of subscription ts 18s. 
per annum, post free; single copies, 1s. 9d. Advertisement rates 
will be forwarded on application to the Advertisement Manager. 


BUSINESS ORGANISATION AND MANAGEMENT is 
published by Sir Isaac Pitman & Sons, Lid., at Pitman House, Parker 
St., Kingsway, W.C.2. Editorial communscations should be addressed 
to the Editor, and MSS. should be accompanted by a stamped addressed 
envelope. Short articles, with or without sllustrations, descriptive of 
modern methods of business orgamsation and industrial administration, 
are welcomed. Accepted contributions are patd for on publication. 


Subscribers who have any dtficulty in obtaining copies of 
BUSINESS ORGANISATION AND MANAGEMENT are snusied 
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